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World News 


Agreement on 
repatriation 
of Vietnam 
refugees 

Britain, Vietnam and Hon? 
Kong have reached an agree- 
ment which would allow the 
repatriation of Vietnamese ref- 
ugees camped in the colony 
who have not volunteered to 
return home. The countries 
have agreed to repatriate boat 
people who do not vol untee r 
to return but are not opposed 
to going back. Page 24 

De K Serfs in US 

President F. W. de Klerk 
arrived in the US. the first visit 
by a South African head of 
state for 43 years. The trip rep- 
resents a big step forward in 
the country’s gradual political 
rehabilitation. Page 8 

Israelis vent anger 

Palestinians travelling to work 
were attacked by angry 
Isr ae lis, and right-wing politi- 
cians called for retribution, 
on the first working day since 
the stoning and burning to 
death of an Israeli soldier in 
the Gaza Strip. Page 8 

Japan - N Korea ties 

Japan’s ruling Liberal Demo- 
cratic Party was due today to 
send a mission to North Korea, 
a move which could lead to 
a thaw in their ice-cold rela- 
tions. Page 8 

Greek strike move 

Greece's Conservative govern- 
ment looks determined to stop 
a two-week wave of strikes, 
which has caused random six- 
hour power cuts and left 
tonnes of uncollected rubbish 
in city streets. 

Bhutto faces trial 

A special court in Lahore 
ordered Pakistan's ousted 
Prune Minister Benazir Bhutto 
to stand trial on corruption 
charges. Conviction could 
mean her being barred from 
political activity for up to 
seven years. 

Nucteor moratorium 

Swiss ecologists and anti-nu- 
clear groups succeeded in win- 
ning over 54 per cent of the 
vote for a 10-year moratorium 
on building more nuclear 
power plants, despite opposi- 
tion from the Government and 
the power industry. Page 4 

Liberians hold fire 

Liberian rebel factions and 
former government soldiers 
respected a ceasefire yesterday, 
24 hours after the fragile truce 
was declared, military and 
other sources said. “The cease- 
fire is holding," a senior officer 
with the ECOMOG West Afri- 
can peacekeeping force said. 

Singh challenged 

Indian Prime Minister Yish- 
wanath Pratap Singh faces a 
challenge this week from the 
Lai Kishan Advani, leader of 
the Bharatiya Janata Party 
which is vital to Mr Singh’s 
government coalition. 

French legal move 

French legal authorities have 
started proceedings against 
a number of farmers suspected 
of attacking lorries carrying 
live Imported sheep and cattle. 
Page6 

Hope for peace talks • 

Leaders of three Cambodian 
guerrilla groups accepted fel- 
low rebel leader Prince Noro- 
dom S ihano uk’s offer of more 
seats on a proposed national 
council- The compromise 
means peace talks to end 11 
years’ war could soon resume. 

ETA arrest 

French police arrested a sus- 
pected top guerrilla leader of 
the Basque separatist move- 
ment ETA in an operation 
planned by French and Span- 
ish security forces. Page 6 

Fires sweep Rhrfera 

Some 2JS0Q people were evacu- 
ated from their French Riviera 
homes as firemen and troops 
struggled against a fire which 
bps already destroyed some 
28,400 acres of woodland. 
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THE MONDAY INTERVIEW 

Michel Camdessus, 
the managing director 
of toe International 
Monetary Fund, has 
sought to make the 
IMF better understood 
and assert its central 
place in the interna- 
tional financial system. 
His style is naturally 
open and his approach 
acute and precise. 
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The chart shorn the constraints 
on EMS exchange rates. The 
upper grid, based on the sys- 
tem’s weakest currency. defines 
the cross-rates from which only 
the peseta may move by more 
than 2 Vi per cent The lower 
chart gives currencies ' diver- 
gence from the central rate 
against the European Currency 
Unit (Ecu), itself derived from 
a basket of currencies. Curren- 
cies, Page 41 

POLLY Peck International’s 
board last night formally asked 
the UK Department of Trade 
and Industry to investigate 
its affairs in an effort to fight 
back against the criticism lev- 
elled at the fruit trading and 
consumer electronics group 
in recent weeks. Page 24 

COMPAGNIE G&terale des 
Bam, French industrial group, 
established a new company. 
Energy and Technical Services 
Group, to spearhead its energy 
interests in the UK. Page 12 

BONG Kong Land, property 
arm of Jardine Matheson 
group, is seeking a listing on 
the International Stock 
Exchange for its Shares and 
warrants and launching a 
sponsored American deposi- 
tary receipts programme. Page 
27 

GOODMAN International: A 
group of 33 banks owed more 
than I£450m ($769.8m) by 
Ireland and Europe’s biggest 
beef processor and exporter 
weredue to decide today 
whether or not to advance a 
further l£30m of emergency 
working capital. Page 27 

CLUFF Resources. DSM-Iisted 
gold mining company, is to 
float 15 per cent of its subsid- 
iary in Zimbabwe to raise 
Z$52.5m net ($20.68). Page 26 

FRENCH cartel authorities 
are «»*gmtning allegations by 
Coadotte d'Acqua, Italian con- 
struction group, that French 
competitors have illicitly con- 
spired to push it out of the 
market. Page 6 
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Safety fears check 
an Industry’s growth 
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Congress 
attacks Fed 
decision on 
J. P. Morgan 

The US Federal Reserve's 
far-reaching decision to allow 
J. P. Morgan, New York com- 
mercial h ank , to underwrite 
corporate equities has been 
attacked by congressional lead- 
ers as an attempt to circum- 
vent and pre-empt the legisla- 
ture's review of possible 
banking reforms. 

It comes at a time of increas- 
ing alarm in Washington about 
the financial problems of many 
banks and about the severe 
strain on the Federal fund 
which insures bank deposits 
as both the Bush Administra- 
tion and Congress consider 
banking reforms. Page 25 

EUROPEAN monetary system: 
The Spanish peseta maintained 
its position as the strongest 
curreucy within the EMS last 
week as Spain's high interest 
rates continued to attract 
investor interest But the Ital- 
ian lira was less stable, dipping 
to the bottom of the grid before 
recovering as short-term Ital- 
ian rates firmed. 


September 21, 1990 


Saddam warns of attack if Iraqi economy is strangled 


By Our Foreign Staff 

PRESIDENT Saddam Hussein 
of Iraq yesterday warned that 
the economic strangulation of 
his country would force him to 
strike at Middle East oilfields 
and Israel. 

“Oil. the region and Israel 
will be the victims of the 
resulting deluge/’ he declared. 
“It is those who create this del- 
uge who will be strangled." 

He also insisted Iraq’s annex- 
ation of Kuwait was “eternal 
and irreversible under any cir- 
cumstances". 

His statement, broadcast by 
Baghdad Radio after a meeting 


of the Revolution Command 
Council and the ruling Baath 
party leadership, was ms most 
uncompromising since Iraq’s 
invasion of Kuwait on August 
2 . 

It came amidst signs of 
increased divisions in the Arab 
ranks, following Saudi Arabia's 
decision over the weekend to 
expel Iraqi, Jordanian and 
Yemeni diplomats from the 
kingdom for allegedly trying to 
pinpoint US and other military 
targets for guerrilla attack. 

On Friday, Saudi Arabia cut 
the flow of 33,000 barrels per 


day (b/d) of crude to Jordan's 
Zarqa refinery, officially 
because of payments arrears. 
But in Jordan the move was 
seen as a means of pressuring 
King Hussein for his ambigu- 
ous posture towards the Arab 
states aligned against Iraq and 
for hosting a conference of pro- 
Iraqi Arab radicate the previ- 
ous week. 

The Iraqi leader's belligerent 
statement also preceeds a week 
in which intense efforts will be 
made to find a diplomatic for- 
mula to end the Gulf crisis as 
the United Nations General 


Assembly convenes in New 
York. 

Mr Javier Perez de Cuellar. 
UN Secretary-General, will 
meet man; of the protagonists 
including the Iraqi foreign 
minister in New York this 
week. US President George 
Bush is also expected to con- 
tinue to develop his plans for 
dealing with Mr Saddam in 
meetings with President Tur- 
gut Ozal of Turkey and the 
Emir of Kuwait, who is run- 
ning a government-in-exile 
from Saudi Arabia. 

Israeli officials last night 


said President Hussein’s 
threats should not be taken 
lightly. They reiterated the 
Government's publicly-stated 
position that any Iraqi attack 
would meet with a devastating 
response by Israel. Under 
strong pressure from Washing- 
ton, Israel has so far sought to 
keep a low profile in the crisis 
to avoid allowing Mr Saddam 
to turn the Iraqi invasion of 
Kuwait into an Arab-Israeli 
issue. 

The Iraqi leader’s statement 
appeared directed in part at 
the United Nations Security 


Council which is finalising a 
fresh resolution to tighten the 
land and sea blockade of Iraq 
by introducing an air embargo. 
He claimed the US and its 
allies were resorting to the 
"law of the jungle" by pushing 
for tighter sanctions. 

Western intelligence experts 
claim that only limited sup- 
plies are still reaching Bagh- 
dad by air - being supplied 
either via Libya or Yemen and 
using either Jordanian or Syr- 
ian airspace. The embargo will 
Continued on Page 24 
Hie Golf Crisis, Page 3 


G7 forecasts continued 
economic growth in 1991 


FINANCE MINISTERS BACK FRESH WORLD BANK LOANS FOR PEKING 


2 % 3% 


By Peter Norman, Stephen Fkfler and Peter Riddell in Washington 

THE WORLD’S leading 

industrial countries papered FINANCE MINISTERS BACK FI 
over their differences about . . , _ . . . 

interest rate policy yesterday FINANCE ministers from industrial 
and predicted continued countries gave the green light at the week- 
growth for their economies end for increased World Bank lending to 
next ye ar China, which has been severely restricted 

After a weekend meeting in since the massacre in Peking in June last 
Washington, the group of year, writes Stephen Fidler in Washington, 
seven - the US Japan Ger- The move follows a wanning in relations 
many France Britain. Italy with the west after Chinese agreement not to 
and Canada - said monetary Nock resolutions directed against Iraq in the 
policies directed to price stabil- United Nations Security ConnciL 
ity and sound fiscal practices Lending to China by the World Bank and 
constituted the correct Ws soft-loan affiliate, the International 
response to the Gulf crisis. Development Association, has been limited 
The rise in oil prices that to loans -for humanitarian purposes." 
followed Iraq’s Invasion of *©•“ N* 5 been pressing for relaxation of 
Kuwait posed risks of inflation these conditions but was unable to secure 
and of lower economic growth, agreement at the Group of Seven economic 

they said. However, they summit at Houston in Jane. 

judged that the way forward 

was to adopt policies that the time of their last meeting 
would prevent higher oil prices in May, had risen in value, 
affecting the underlying infla- The weekend’s meeting was £ Brad 
don rate. This non-accommo- described by Mr Theo WaJgel, frKJ|vt w 
dating approach would reduce the West German Finance Min- m r 
the risks to growth. ister, as having taken place in 

The seven also backed the a good atmosphere. naV 

unification of Germany and the However, there were clear crisis .. 
economic reform process in differences of opinion after- • Intel 
eastern and central Europe and wards about the meaning of its hit Jspi 
threw their weight behind main policy recommendations & &n t 
efforts to assist the so-called while Mr Ryularo Hashimoto. 
front-line states and other the Japanese Finance Minister. r~ r 
developing nations overcome let slip his worries about finan- • 
economic problems caused by dal fragility in the currency for the 
the Gulf crisis. and equity markets. 9 Boil 

In their statement, they Mr Kail Otto PohL the Bund- bridge* 
evinced less concern about the esbank president, said it was q wor* 

state of financial markets, significant that the ministers 

While noting that stock mar- and central bank governors in 1 1 " 
kets had fallen substantially the meeting saw tight mone- 
since the Gulf crisis began, the tary policies as the answer to make tl 
G7 expressed general satistac- the world's problems. He said the post 
tion with exchange rate trends, the agreed statement showed reductii 
"Exchange rates were now that all participants wanted to under tl 
broadly in line with continued maintain strict monetary poli- Never 
adjustment of external imbal- cies. pleased 

ances." they said. A European participant said the me 

Foreign exchange markets after the meeting that Mr increasi 
had been orderly in the face of Nicholas Brady, the US Trea- sure for 
fresh uncertainties while the sury Secretary, and Mr Pierre ment to 
yen, which was a cause of con- Beregovoy, the French Finance deficit t 
cem because of its weakness at Minister, had tried bat failed to for a si 


However, Mr Ryu taro Hashimoto, Japan’s 
Minister of Finance, said yesterday: “The 
atmosphere at the meeting this time was 
substantially different from that at Houston. 
Our European friends also expressed a desire 
to increase flexibility with regard to China.” 

He said consideration would now be given 
to World Bank Imm “that would be condu- 
cive to economic reform in China, especially 
in area related to the environment.** 

Mr Hashlmoto’s statement suggests that 
the World Bank will not be able to resume 
its tan lending p r o g ramme to China. 

Mr Theo Waigel, West Germany's Finance 
Minister , mid a balance had to be drawn 
between recognising China’s contribution in 
the near east and its unsatisfactory domestic 
situation. 



the time of their last meeting 
in May, had risen in value. 

The weekend’s meeting was 
described by Mr Theo WaJgel, 
the West German Finance Min- 
ister, as having taken place in 
a good atmosphere. 

However, there were clear 
differences of opinion after- 
wards about the meaning of its 
main policy recommendations 
while Mr Ryutaro Hashimoto, 
the Japanese Finance Minister. 
let slip his worries about finan- 
cial fragility in the currency 
and equity markets. 

Mr Kail Otto Pohi, the Bund- 
esbank president, said it was 
significant that the ministers 
and central bank governors in 
the meeting saw tight mone- 
tary policies as the answer to 
the world's problems. He said 
the agreed statement showed 
that all participants wanted to 
maintain strict monetary poli- 
cies. 

A European participant said 
after the meeting that Mr 
Nicholas Brady, the US Trea- 
sury Secretary, and Mr Pierre 
Beregovoy, the French Finance 
Minister, had tried but failed to 
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make the communique reflect 
the possibility of interest rate 
redactions if growth came 
under threat 

Nevertheless, Mr Brady was 
pleased with the outcome of 
the meeting. He saw it as 
increasing international pres- 
sure for an early budget agree- 
ment to reduce the US federal 
deficit while providing leeway 
for a subsequent reduction in 


interest rates by the Federal 
Reserve. He said the Bush 
Adminis tration did not intend 
to set aside a budget deficit 
reduction programme "for any 
reason." 

Mr Brady stressed the twin 
risks of inflation and lower 
economic growth and said the 
G7 statement was intended to 
provide a balance. 

Interest rates and issues of 
financial fragility wore due to 
be discussed yesterday by G7 
central bank governors at a 
private lunch. Bnt after the G7 
ministers’ meeting Mr Hashi- 
moto be frayed his own concern 
about this year's sharp fall In 
the Tokyo equity market and 
that the dollar might Ian pre- 
cipitately. 

“We would accept a further 
strengthening of the Japanese 
yen against the US dollar or 
European currencies to the 
extent that such an apprecia- 
tion was orderly and steady. 
We must by all means avoid 
any nosedive of the US dollar," 
he said. He said the meeting 
also stressed “the importance 
of a stable equity market" 


John Major: 1 will cut interest rates when I think it is safe 

Major has no plans 
to lower UK rates 

By Peter Norman, Economics Correspondent, 
in Washington 


MR JOHN MAJOR. Britain’s 
Chancellor of the Exchequer, 
yesterday warned that the UK 
faced several months of low or 
no growth with high inflation. 

Shrugging aside warnings of 
recession from the Confedera- 
tion of British industry' and the 
City of London, he made clear 
that he had no plans at present 
to lower interest rates. 

Mr Major told a press confer- 
ence in Washingnton: “I want 
to get inflation down, I am 
pretty fed up with an inflation 
performance that is less than 
the best in Europe." He warned 
that Britain would not be able 
to thrive In the Europe of the 
1990s unless its inflation record 
improved. 


Speaking just after he had 
wanted the International Mon- 
etary Fund’s policy-making 
Interim Committee against a 
premature easing up on infla- 
tion. he made clear that the 
economic slowdown in Britain 
was wholly to be welcomed. 
Inflation was the greater evil 
and his priority was to get it 
down. 

Mr Major said that with each 
day he became more sure that 
Britain was in a disinflationary 
phase and that the retail price 
and underlying inflation rates 
would fall. However, Britain 
was experiencing a time-lag 
between disinflation and foil- 
Continued on Page 24 
CBI survey. Page 10 


East German industry gaining 
liquidity and West German trust 


By David Goodhart in Bonn 

EAST GERMAN companies are 
beginning to pay their bills and 
West German banks are slowly 
starting to lend to them with- 
out guarantees from the Treu- 
hand, the body charged with 
privatising East German indus- 
try, according to Mr Detlev 
Rohwedder. its chief executive. 

However, since monetary 
union on July 1, West German 
and foreign capital had not 
flowed into East Germany in 
the quantities expected, Mr 
Rohwedder said. 

“I will be disappointed if 
there is not a great deal more 
interest, especially from for- 
eigners, after October 3 [the 
day of German unity]. In the 
past few months investors 
have been put off by the com- 
plex legal apparatus of an inde- 
pendent state," he said. 

Mr Rohwedder said the 
liquidity position of most East 
German companies would look 
much better in the fourth quar- 
ter and be welcomed the fact 
that the DM30bn (SlS.lbn) in 
new. Treuhand-backed, liquid- 
ity loans paid out in toe third 


quarter would not have to be 
paid back until the end of 
March, Instead of next month 
as planned. Only about half of 
the loans are expected to be 
repaid at all. 

The Treuhand has DM25bn 
until the end of next year to 
hand out to companies for 
investment, instead of the 
DM17bn originally planned. 
However, one insider said the 
problem was not insufficient 
funds, but finding viable pro- 
jects to which to lend. 

Mr Rohwedder said the Treu- 
hand Itself - established in 
February by the East German 
Government led by Mr Hans 
Modrow - bad sometimes been 
more of a hindrance than a 
help to potential investors. Ini- 
tially the organisation had no 
resources, no workable struc- 
ture and lots of obstructive 
Communist officials. 

"Wrong personnel decisions 
were made in the early stages 
which led to the wrong deci- 
sions being made about privati- 
sations." Mr Rohwedder said. 
The Treuhand is trying to 


revoke some of these decisions 
but is facing legal ch a l le n ges 
from injured parties. 

Mr Rohwedder was 
appointed chairman of the 
Treuhand supervisory board in 
June and chief executive last 
month alter policy differences 
with the previous incumbent, 
Mr Rainer Maria Gohlke. 

He stressed that price was 
not the only criterion in priva- 
tisation decisions. “We are 
committed to an open, competi- 
tive. market system, and do 
not want to see the establish- 
ment of giant German monopo- 
lies,” he said. 

Mr Rohwedder is fighting an 
earlier decision to sell the East- 
German luxury hotels group, 
Interbotel, to the West German 
Steigecberger group, and also 
the takeover of part of the 
retail system by the West Ger- 
man Tengelmann group. 

He also seems reluctant to 
allow Lufthansa to take a con- 
trolling stake in the East Ger- 
man airline interflag: “It must 
be possible in a country of 80m 
people to have two airlines." 
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WORLD ECONOMY: 

Even without Saddam Hussein 
and rising olf prices, signs of 
tension in Uie global economy 
were storting to emerge. (Sob 
separate section today). 
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World Nuclear Industries: 
Slower growth than predicted. 
(Pages 31-35} 
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Separate section; see left. 
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IMF/WORLD BANK MEETING 


Industrial nations agree Gulf aid strategy Romania 

” ui/ „ iT?r 


By Peter Norman and Stephen Fkiler in Washington 

THE world’s leading industrial 
countries have agreed to set in 
train their aid strategy for 
countries hard hit by the Gulf 
crisis. 

At their weekend meeting in 
Washington, the finance minis- 
ters of the Group of Seven 
countries agreed a two-tier 
approach to resolving the prob- 
lems of both the "front line" 
states affected by Iraq's inva- 
sion of Kuwait and developing 
nations hit by the rising price 
of oil and loss of workers' 
remittances and trade as a 
result of the embargo against 
Iraq. 

The G7 - the US, Japan, 

Germany, France, Britain, Italy 
and Canada - together with 
other donor-countries such as 
Saudi Arabia, the United Arab 
Emirates and South Korea, will 
work out under US leadership 
how to disburse the short-term 
emergency assistance to the 
front line states of Jordan. 

Egypt and Turkey. 

The IMF and World Bank 
will concentrate on providing 
more medium-term a ssistaprei 
to other affected nations in the 
period to the end of 1991. 

Senior officials from the 
donor countries will meet on 


JAPAN will offer S300m 
(£l60m) in emergency soft 
loans to Egypt, $200m to Tur- 
key, and SlOOm to Jordan to 
help ease the economic 
squeeze on them caused by the 
Gulf crisis, writes Ian Rodger 
in Tokyo. 

Tokyo said on September 14 
it would provide $6 00m in 
emergency loans to the three 
“front-line" nations to help 
them pay for vital commodity 
imports. Officials said Premier 
Toshfiri Haifa would formally 
announce allocation of the 
$60 0m in commodity loans 
when he visits five Middle 
East countries next month. 

The loans, to be issued by 
the government’s Overseas 
Economic Co-operation Fund 
(OECF), carry an annual 1 per 
cent interest rate over 30 
years. Japan has pledged 
another $1.6bn in grants and 
loans to Middle East nations 
hit by the Gulf crisis. 

Wednesday to assess the finan- 
cing needs of the front-line 
states with a view to an early 
decision on giving support. 
According to Mr Horst Kohler, 


the state secretary in the West 
German finance ministry, they 
will have to overcome serious 
differences between the EC’s 
estimate that the states need 
$9bn (£4.70bn) and the US wish 
to provide $15bn. 

Mr Michel Camdessus, the 
IMF managing director, told 
the G7 meeting that other 
nations would require Sbn spe- 
cial drawing rights ($7bm of 
IMF and World B ank support 
to compensate for the eco- 
nomic costs of the Gulf con- 
flict. 

The G7 meeting called on the 
IMF to examine how to make 
its special Compensatory and 
Conti ngen cy Financing Facil- 
ity (CCFF) more responsive to 
the needs of the affected 
nations. 

Mr Ryutaro Hashimoto, the 
Japanese finance minister, said 
ministers had accepted a Japa- 
nese proposal temporarily to 
expand access to the Fund for 
such countries and to Increase 
its flexibility. 

The World Bank has also 
said it will accelerate, where 
possible, loans to eastern 
Europe because of the double 
oil blow to the region's econo- 
mies. They will be hit by the 


SOUTH Korea will commit 
more than S200m (£l06m) to 
aid US efforts tn the Gulf cri- 
sis, the national news agency 
Yonhap said yesterday, Reuter 
reports from SeouL 

Yonhap said Mr Yoo 
Chong-ha, vice-foreign minis- 
ter, would announce the aid 
package today. South Korea 
had decided to set aside 
$200m-$230m for aid to the US- 
led international force in the 
Gulf and to Middle East states 
hit by the UN trade embargo 
on Iraq. 

President Roh Tae-woo said 
on Saturday the US had 
for $350m. Seoul has said It 
will help US efforts in the Golf 
sparked by Iraq's invasion of 
Kuwait, but cites an economic 
downturn and recent floods as 
ihntftng its means. 

Seoul newspapers say South 
Korea plans to emphasise non- 
combat elements in its aid 
package. 


breakdown of Comecon - and 
the switch at the end of the 
year to paying the Soviet 
Union for its oil at market 
prices in hard currency - and 


the price rise prompted by the 
Gulf crisis. 

Mr Eugenio Lari, director of 
the bank's Europe, Middle East 
and North Africa region, said 
new economic reform loans 
would be considered - to aid 
restructurings, for example, in 
the energy sectors of the econ- 
omy. There will also be scope 
for loans in support of a 
regional initiative to aid, for 
example, the environment. 

He said Bank estimates show 
that Bulgaria, expected to join 
the Bank this week, will be the 
worst hit in the region. Based 
on an assumption that oil 
prices stay at just below $30 a 
barrel, nearly 15 per cent 
would be wiped from gross 
domestic product. Hungary 
wifi suffer least, although GDP 
will shrink by more than l per 
cent 

The 22-country Interim Com- 
mittee of the Fund is expected 
to discuss today a proposal 
from Mr Camdessus. His idea 
is that oil-producing countries 
should provide resources to 
subsidise IMF credit to badly- 
hit oil importing countries not 
poor enough to benefit other- 
wise from concessional IMF 
loans. 


Bolivia aims to 
erase bank debt 

BOLIVIA is aiming to erase its 
remaining commercial bank 
debt, perhaps by the end of the 
year, Mr Enrique Garda Rod- 
riguez, Minister of Planning 
ana Co-ordination, said yester- 
day, Stephen Fidler reports 
from Washington. 

Mr Garcia, who heads the 
economic team, said Bolivia is 
expecting to buy back its 
9200m (£i06m) remaining 
debt, either for cash at II 
cents on the dollar or for 
investment bonds, carrying 
the right to invest in the coun- 
try, at 16 ‘A cents. 

The funds are being pro- 
vided by the Netherlands, 
Switzerland, Sweden and toe 
US, combined with a 910m 
grant from the World Bank's 
soft loan affiliate. 

Bolivia has already bought 
back about $500m of its bank 
debt at a price of II cents on 
the dollar. Mr Garcia said the 
country would be one of the 
first to benefit from President 
Bush's Enterprise for the 
Americas initiative, Grinding 
a proposal far forgiveness of 
Latin American debt to the US. 


Chile wins agreement on debt rescheduling 


By Stephen FIdler 

CHILE has secured rapid 
agreement with leading inter- 
national banks over wbat is 
expected to be the country's 
last debt rescheduling accord. 
It should pave the way for toe 
Issue of about $320m (£l70m) of 
bonds to cover toe country’s 
new cash needs for the next 
three years. 

According to Chilean offi- 
cials, Santiago will also sign 
early next month an agree- 
ment with Mexico to eliminate 
tariffs between the two coun- 
tries. The Government is also 
said to be close to concluding a 
negotiating framework with 
the US to pave the way 
towards a free-trade agree- 
ment. Although the US has 
negotiated a similar arrange- 
ment with Mexico, a frame- 
work agreement with Chile 
would be the first to follow the 
launch of President George 
Bush's Enterprise for the 
Americas initiative. 

Mr Alejandro Foxley, Chile's 
Minister of Finance, said the 
agreement with its 10 main 
banks, led by Manufacturers 


LEADING industrial countries 
have called on Brazil to 
resolve its arrears problems 
with Its foreign creditors, 
Stephen Fidler reports. Brazil 
is $10bn (£5.4bn) behind in 
interest payments to external 
creditors, most of it owed to 
commercial banks. 

The G7 weekend communi- 
que said ministers “expect 
Brazil to resolve its arrears 
problems with external credi- 
tors" under a 92bn standby 
loan programme wfth the IMF. 
It suggests IMF board 
approval of the loan for Brazil 
will depend on toe country's 


resuming some interest pay- 
ments to commercial banks. 

The banks have attacked the 
decision by Mr Michel Cam- 
dessus, IMF managing direc- 
tor, to agree In principle to the 
loan without first winning a 
public pledge from Brazil to 
pay some interest to banks. A 
letter from Brazil to Mr Cam- 
dessus commits It to resuming 
interest payments to creditor 
governments, but makes no 
such commitment for banks. 

The communique also wel- 
comed recent progress towards 
fhmHghig a bank debt agree- 
ment with Venezuela. 


Hanover, would reschedule 
$L8bn of maturities falling due 
over the next four years. The 
first principal repayment on 
that rescheduled debt would be 
in 1995, helping to iron out a 
hump in Chile's debt maturi- 
ties in 1991 and 1992. 

The rescheduling will carry 
the same rates as on the cur- 
rent debt - interest margins of 
H a percentage point and % per 


cent The banks also declared a 
"strong interest in principle” 
to subscribe to a significant 
portion of the 9320m in new 
bonds. 

The banks' expression of 
interest, said Mr Foxley, was 
voluntary, and a number had 
already agreed in principle to 
make a commitment of new 
funds. The bonds are expected 
to have a five-year life, with a 


two-year grace period before 
principal repayments have to 
be made. They will carry an 
interest margin of L5 percent- 
age points over money market 
rales. 

Mr Foxley described the 
agreement as important. "It 
shows that there is a route that 
can be travelled back to the 
market," he said. 

On trade, Mr Foxley said he 
was confused about the signals 
bang sent from the US- The 
Bush Administration continues 
its free-trade rhetoric, but non- 
tariff barriers continue to 
exclude significant amounts of 
Chilean goods from the US 
market. 

Chile wanted to move ahead 
with bilateral trade agree- 
ments, he added, because the 
Government is “a bit sceptical 
about what will end up hap- 
pening on the Uruguay Round" 
of multilateral trade talks. He 
said he shared US concerns 
about the European Commu- 
nity's Common Agricultural 
Policy, which he described as a 
“very serious problem." 


joins IFC 
to promote 
enterprise 

By Peter Norman 

ROMANIA yesterday joined 
the International Finance Cor- 
poration, the World Bank's 
affiliate that promotes the pri- 
vate sector in developing coun- 
tries. 

Mr Theodor Stolojan, the 
Finance Minister, said that 
Romania had joined the IFC as 
part of its plan to privatise 
virtually all the country’s 
state-owned industry. 

He said the government 
would give 30 per cent of state 
businesses to the people. The 
other 70 per cent would be 
sold as shares to Romanian or 
foreign investors. 

“Joining the IFC is a big 
step in tbe economic pro- 
gramme for transition to a 
market economy," Mr Stolojan 
said. He added it was a very 
good signal to foreign coun- 
tries as well as toe Romanian 
people that the government 
was determined to adopt the 
market economy. 

Romania has been a member 
of the International Monetary 
Fund and Wodd Bank since 
1972. It could not join the IFC 
before last December’s revolu- 
tion because it had no private 
sector, Mr Stolojan said. 

Romania’s decision to join 
the IFC comes at a time when 
the country is attempting to 
introduce economic reforms. 

But these efforts are hin- 
dered by the Gulf crisis, the 
legacy of the highly central- 
ised economic system 
bequeathed by the late Presi- 
dent Ceausescn, and an infra- 
structure starved of capital 
Investments. 

Mr Stolojan said higher oQ 
prices caused by toe Gulf cri- 
sis would cost Romania 9600m 
in the last quarter of this year 
and first quarter of 1991. 
Romania was owed 9I-7bn by 
Iraq and had been planning to 
take oil In payment of this 
debt until international sanc- 
tions on Ra ghriari- 

He indicated that Romania 
wanted a stabilisation fond to 
back Its reform efforts, espe- 
cially its plan to mafct» its cur- 
rency, the leu, convertible. He 
recalled that Poland had 
received a $lbn stabilisation 
fund to support the zloty from 
the international community, 
and said Rumania would want 
something similar. 
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Brady takes heart 
from G7 pressure 
for US budget pact 

By Peter RkJdeti, US Editor, in Washington 


MR Nicholas Brady, US 
Treasury Secretary, has wel- 
comed the Group of Seven’s 
weekend statement as increas- 
ing international pressure for 
an early budget pact to reduce 
the federal deficit and as pro- 
viding leeway for a subsequent 
cut in short-term interest rates. 

The US had resisted some 
European calls for an unqualif- 
ied primary commitment to 
fighting inflation and main- 
taining high interest rates. 
Instead, as US Treasury offi- 



cials had sought, the statement 
contains a more ambiguous 
reference to "stability-oriented 
monetary policies and sound 
fiscal policies'’. 

After the G7 meeting. Mr 
Brady stressed the twin risks 
of inflation and lower eco- 
nomic growth and said the G7 
statement was intended to pro- 
vide a balance, navigating 
between the two risks. 

The G7 minis ters were not, 
he ‘'emphasising the infla- 
tion risk more than others, 
including the risk of lower eco- 
nomic growth." The statement 
did not change anything he 
had previously said about the 
Federal Reserve - which has 
been that it should consider 
cutting short-term interest 
rates, especially after a budget 
deal was completed. 

He talked of sustaining 
growth in countries without 
runaway inflation, an apparent 
reference to tbe US, and wel- 
comed the call by other G7 
ministers “to bring the budget 
summit to a prompt and suc- 
cessful conclusion". He was 
still "an optimist, but a tired 
optimist" after talks launched 
in May when the ftnanrw min- 
isters were last in Washington. 
■ The statement’s references 
to the budget summit have spe- 
cial point, since there is 
now a week to go before 
across-the-board spending cuts 


of up to $l05hn (£56hn> will be 
imposed under the G ramm . 
Rudman deficit reduction law, 
in the absence of an agree- 
ment A short-term rise in toe 
federal debt limit will also 
expire, preventing any further 
borrowing. 

White House officials and 
Congressional leaders are still 
talking about the means to 
achieve tbe agreed aim of a 
950bn cut in tbe deficit in toe 
1991 fiscal year starting' on 
October 1 as the first stage of a 
$500m, five-year reduction. 

Hopes raised 10 days ago of 
an early agreement have faded 
and both sides are now prepar- 
ing for what happens with! a 
breakdown. 

The mafn options are: 

• Some form of last-minute 
deal will be agreed, allowing 
Congress this week to pass 
some stop-gap legislation 
before detailed approval later. 

That could involve some ver- 
sion of the two-stage plan 
offered by Senator Robert Dole, 
the Republican minority 
leader, whereby the proposed 
cot in capital gains tax and 
some other controversial issues 
are voted on separately from 
the main deficit package. How- 
ever, that idea has been 
resisted by some in the White 
House and by House Republi- 
cans. 

• Congress seeks to postpone 
both decisions and 
across-the-board cute unto 
after the mid-term elections on 
November 6, though this is 
opposed by the White House. 

• Across-the-board spending 
cuts take effect, resulting in 
immediate big lay-offs of fed- 
eral employees, and cuts in a 
wide range of services, from air 
traffic control to health care 
and food inspection. 

The Administration hopes 
the resulting public outcry 
would both produce an early 
budget agreement and shift the 
blame onto Congressional 
Democrats. 

Mr Alan Greenspan, the Fed 
r- hatmuiTi hag made clear that 
monetary policy will not be 
eased until there is “credible, 
multi-year” budget package. 


Prague and IFC discuss 
privatisation mutual fund 


By Stephen Fidler 

CZECHOSLOVAKIA is talking 
with the International Finance 
Corporation, the World Bank's 
private sector development 
arm, about establishing a 
mutual fund to invest in priva- 
tised companies. 

The aim of the fund would 
be to “help with the mechanics 
of the privatisation process” 
and encourage the develop- 


ment of an Institutional inves- 
tor base, said Mr Vaclav Klaus, 
toe country’s finance minister, 
after signing the. agreement 
that allowed Czechoslovakia to 
become the 136th member of 
the IFC. 

The Government is planning 
a voucher system to privatise 
its large state-owned compa- 
nies. 


Developing nations split 
over move for oil fund 


By Stephen Fidler 

DEVELOPING countries of the 
Group of 24 have failed to caD 
for a special International Mon- 
etary Fund oil facility after a 
serious split emerged between 
oil exporting and importing 
nations. 

A proposal by India and 
Pakistan to establish such a 
! facility, by implication funded 
by those benefiting from 
an oil windfall, was success- 
fully killed by the oil produc- 
lers. 

Mexico. Venezuela and 
Nigeria are among the promi- 
nent members of the commit- 
tee, of which Iran is the presi- 
dent 

In a contentious debate, the 
oil producers’ view was that 
current IMF instruments 
should be used flexibly to pro- 
vide necessary aid. 

There was no guarantee 
that the oil price rises follow- 
ing Iraq's invasion of Kuwait 
would be anything other than 


temporary. 

Gulf oil producers also held 
that the uncertainties in the 
Guff provided their own pres- 
sures for countries in the 
region. 

The debate illustrates a divi- 
sion of economic interest 
among the developing coun- 
tries over higher oil prices, 
although G-24 ministers noted 
"with deep concern the seri- 
ously adverse impact on many 
developing countries of the 
recent Middle East crisis." 
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Bush scales down arms 
deal with Saudi Arabia 


By Lionel Barber in Washington 


the Bush administration has 
S**/®*} ***** to , seU a *21bn 

(£llbn) arms package to Saudi 
£, r *bia ar ? d "rill present a 
scaled' back version to Con- 
gress this week, Mr James 
Baker, US Secretary of State 
said yesterday. 

The retreat follows heavy 
pressure from pro-Israeli mem- 
bers of Congress who objected 
to the size and quality of the 
amw transfer, which includes 
jet fighters, tanks, missiles and 
other sophisticated modern 
weaponry. 

The administration's new 
plan is to split the arms pack- 
age into two phases, with this 
week’s version covering Saadi 
Arabia’s immediate needs to 
defend itself against Iraq. The 
second longer-term package 
could be sent to Congress in 
late January or early February 
Mr Baker said. 

Although the revised plan 
may disappoint Saudi Arabia, 
the administration has calcu- 
lated it cannot risk a bruising 
battle with Congress which 
could jeopardise other objec- 
tives such as the planned 
write-off of S7bn of military 
debt owed by Egypt and, more 
important, support for possible 
military action. 

Despite some sniping, Presi- 
dent George Bush still enjoys 
overwhelming backing am rmg 
the American public and in 
Congress for his Gulf strategy. 


which combines economic and 
diplomatic pressure against 
Iraq with a continuing military 
build-up on the Arabian penin- 
sula. 

The administration is keen 
to keep the military option 
against Iraq “credible”. 
Reports from Saudi Arabia yes- 
terday suggested that the 
United States has drawn up 
contingency plans to mount a 
ground assault against Iraq 
from as many as four direc- 
tions. 

The attack would require US 
troops to cross tile Jordanian 
desert and Turkish mountains 
to get to the Iraqi frontier, the 
Washington Post said. This 
could pose problems of access, 
particularly with King Hussein 
of Jordan, who gave a half , 
hour weekend TV address to 
Americans urging withdrawal 
of US forces. 

But US military commanders 
reportedly want to draw some 
of Iraq's 140,000 elite Republi- 
can Guards away from Kuwait 
in the event of a US-led cam- 
paign to liberate Kuwait, if 
United Nations sanctions 
against Baghdad fail to work. 

The military reports came 
one week after General Mich- 
ael Dugan, the top-ranking US 
Air Force officer, was fired for 
revealing detailed plans for air 
strikes against Baghdad aimed 
at pulverising Iraq into with- 
drawing from Kuwait. 


Crisis overshadows UN debate 


By Robert Mauthner in New York 


THE Gulf crisis will 
overshadow the main debate of 
the United Nations annual 
General Assembly, which is 
due to open in New York today 
under a new president, Mr 
Guido de Marco, Deputy Prime 
Minister and Foreign Minister 
of Malta. 

At the last minute, the Gen- 
eral Assembly added the Iraqi 
occupation of Kuwait for prior- 
ity consideration on its agenda 
of as many as 153 items. 

Predictably, the Iraqi repre- 
sentative did not agree with 
the wording of the relevant 
item, which referred to “Iraqi 
aggression and the continued 
occupation of Kuwait in fla- 


grant violation of the Charter 
of the United Nations”. 

He suggested that it would 
be more appropriate for the 
title of the item to refer to the 
US military build-up in the 
Gulf region. Though the assem- 
bly Cook note of the Iraqi posi- 
tion, the original wording was 
maintained. 

The general debate begins 
today with speeches by some of 
the world’s principal leaders, 
including 27 heads of state, 18 
prime ministers and more than 
100 foreign ministers, starting 
with addresses by the presi- 
dents of Brazil and France. 
Even more beads of govern- 
ment are expected to attend 


the so-called “children’s sum- 
mit” organised by Unicef next 
week-end. 

There can be little doubt 
that tile large number of heads 
of state and government have 
been attracted by the enhanced 
prestige of the United Nations, 
following the high profile it 
took in the Iran-Iraq war and. 
particularly, the current crisis 
in the Gulf. 

While the General Assembly 
is not empowered to adopt 
binding resolutions like the 
Security Council, it provides a 
good forum for the smaller 
states, not least the developing 
countries, who have no say in 
the Security Council. 


Israel to seek help for migrants 


By Hugh Camegy in Jerusalem 


ISRAEL this week will step up 
its appeal for aid to help it 
absorb hundreds of thousands 
of immigrant Soviet Jews 
when Mr Yitzhak Moda'i, 
finance minister, takes time off 
from the World Bank/IMF 
meetings in Washington to 
meet US officials. 

The huge cost of accommo- 
dating the influx, expected to 
total lm within five years, has 
been overshadowed in recent 
weeks by the Gulf crisis. 
Events in the Gulf have also 
complicated Israel’s bid to seek 
financial help from abroad, pri- 


marily from the US, which 
already gives Israel some S3bn 
(£l.5bn) a year in military and 
economic grants. 

Bat the immigration task 
remains an overwhelming 
issue in spite of the distraction 
of Iraq’s invasion of Kuwait. 

Finance ministry projections 
suggest that Israel will have to 
raise no less than $ 18 bn in aid 
and funds from the Jewish 
diaspora over the next five 
years, in addition to external 
borrowing of J12bn. The gov- 
ernment says EC countries 
should also help out 


The difficulty is that the 
appeal for help coincides with 
far more pressing aid priorities 
in Washington and elsewhere. 
Already, requests by Mr Mosbe 
Arens, defence minister, for 
Increased military aid to offset 
big arms sales to Saudi Arabia 
aid other Gulf allies against 
Iraq have met with a cautious 
reception in Washington. 

The signs are that Mr Moda'i 
will not get much further in 
his planned meetings with Mr 
Nicholas Brady, US Treasury 
Secretary, and Mr James 
Baker, Secretary of State. 
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Hussein urges forces to pull out 


By Lamls Andon I in Amman 


Together, they suggest the US 
‘ military wants to keep Mr Sad- 
dam guessing while preparing 
the American public for possi- 
ble war. 

Mr Baker preferred to stress 
that there was still room for 
diplomacy to resolve the crisis. 
However, he put Iraq on notice 
that terrorist acts against the 
US would amount to a “provo- 
cation” which could lead to 
immediate US military retalia- 
tion. 

The secretary of state drew a 
contrast between possible uni- 
lateral US responses to terror- 
ism and the preference for mul- 
tilateral action in enforcing the 
UN embargo against Iraq. 

In the absence of any obvi- 
ous shift in strategy, the press 
and television in the US have 
turned their attention to the 
policy failure toward Iraq, 
prior to the conquest of 
Kuwait. 

The New York Times 
devoted a whole page to an 
Iraqi-supplied transcript of a 
meeting between Mr Saddam 
and Ambassador April Glaspie, 
in which the US envoy said 
Washington had no view on 
the border dispute between 
Iraq and Kuwait. 

Mr Baker said the fuss 
amounted to “retrospective 
scapegoating”, and said any 
suggestion that the US encour- 
aged the Iraqi invasion was 
ludicrous. 


KING Hussein of Jordan 
yesterday demanded the imme- 
diate withdrawal of the multi- 
national force from the Gulf la 
a televised message to the US 
Congress and people, less than 
24 hours after Saudi Arabia cut 
off oil supplies to his country 
and ordered the expulsion of 
Jordanian diplomats from 
Riyadh. 

The king's message was 
widely interpreted in Amman 
as a refection of pressures from 
the US and Saudi Arabia - his 
country’s two main financial 
backers - to support the west- 
ern military mobilisation 
against Iraq in the Gulf. 

“We are not going to join the 
warmongers no matter what," 
a senior Jordanian official said. 

The Jordanian position is 
likely to undermine its efforts 
to secure desperately needed 
international grants and finan- 
cial support to salvage its rap- 
idly deteriorating economy. Mr 
Basel Jardaneh, finance minis- 
ter, said the kingdom stood to 
lose $Ubn (£2 ’bn) as a result 
of the international embargo 
against Iraq, Its biggest trading 
partner. He added that Jordan 
would need a m inimum of 
?I.5bn in loans and grants to 
manage its current fiscal prob- 
lems. 

The US has dissociated itself 
from Riyadh’s decision to cut 
oil supplies to the ingdom and 
expel Jordanian diplomats, but 
the prevailing feeling in 
Amman is that the Saudi Ara- 
bian moves were encouraged 
by the US as punitive mea- 
sures to force King Hussein to 
alter his position. 

Jor danian official g sa’d that 

King Hussein was walking a 
tightrope trying to reconcile 
his rejection of the Iraqi occu- 
pation of Kuwait and his oppo- 
sition to western military 
intervention in the Gulf 

“We cannot condone the 
acquisition of territories by 
force. . . We also cannot accept 
the annexation of a country. . . 
because this will undermine 
our just case vis-a-vis Israel." 


one senior official said. 

“But we also cannot accept 
this situation [the military 
balld-up} to dominate the 
region at the expense of the 
people of the area and in. the 
service of the selfish interests 
of others.” 

Offi cials concede that be is 
caught between a hardening on 
the part erf Iraqi President Sad- 
dam Hussein, who would view 
a withdrawal from Kuwait as a 
defeat, and the apparent US 
desire to remove him 

Jordanians fear a militar y 


confrontation in the Gulf could 
lead to Jordan sacrificing its 
existence as an independent 
entity. 

• Medical staff aboard the 
floating hospital ship USNS 
Mercy, a converted oil tanker 
on its first trip back to the 
Middle East, said yesterday 
they were preparing for heavy 
casualties in the Gulf. 

“If there were any hostilities, 
there would be great numbers 
in the first days," said Captain 
Paul Barry, the ship's chief 
doctor. 


Assad presses 
reluctant Iran 


By Tony Walker In Cairo and Kamran Fazel In Tehran 



Egyptian Special Forces soldiers arrive at the Saudi Red Sea port 
of Yaubu to bolster the pan-And> forces against Iraq 


PRESIDENT Hafez al-Assad of 
Syria pressed Iran’s leaders at 
the weekend to support the 
international mmnaipn against 
Iraq’s seizure of Kuwait. But 
Tehran made clear its deep 
unhappiness over foreign 
forces in the Gulf region. 

Mr Assad, who has emerged 
as an unlikely ally of the US in 
the present crisis, is an a deli- 
cate mission to Tehran to per- 
suade the Iranian leadership 
not to waver In its hacking for 
UN sanctions against Iraq. 

The Syrian ruler has also 
been at pains to reassure Iran 
(hat once the Gulf crisis ends 
foreign troops will leave. Syria 
itself has committed some 
15,000 men to Saadi Arabia 
and the United Arab Emirates 
to confront Iraq. 

“We declare and stress, with- 
out any ambiguity, that we 
will not accept the presence of 
foreign troops in this region 
after the Kuwaiti problem is 
resolved and after this pretext 
is removed,” Mr Assad said on 
Saturday at a banquet given 
for him by Iran’s President, All 
A If ha r Haichgmi Rwfmnj anL 

Welcoming his guest, Mr 
Bafainj ani used (he occasion to 
launch a stinging attack on a 
US-proposed security s tr uct u re 
for the Gulf region in the post- 
crisis era, describing it as an 
“arrogant scheme". 

Coinciding with Mr Assad’s 
arrival, it emerged that Iran 
had taken delivery of from the 
Soviet Union of an undeter- 
mined number of Bfig-29s. the 
most sophisticated jet fighter 
exported by Moscow. 

Mr Assad, who was Iran's 
only Arab supporter daring the 
protracted Gulf war, is also 
seeking to persuade Tehran to 
improve relations with Saudi 
Arabia and Egypt. One of 
Syria’s aims is to build a 
strong anti-Iraq axis among 
the region's main powers. But 


as a vig n of Iran’s concern over 
the prospect of conflict in the 
Golf, the Tehran Times said 
yesterday that a peaceful solu- 
tion to the crisis was urgent. 

Damascus and Baghdad, cap- 
itals of rival wings of the Arab 
Baath Socialist Party, have 
been at loggerheads for years. 
Mr Assad and President Sad- 
dam Hussein axe bitter rivals. 

Both Syria and Iran are in 
broad agreement in their oppo- 
sition to Iraq's brutal takeover 
of Kuwait But Tehran’s posi- 
tion on the enforcement of UN 
sanctions against Iraq appears 
to have been wavering. 

Relations between the Gulf 
war adversaries thawed follow- 
ing Iraq’s acceptance of most of 
Iran’s conditions for peace, 
including territorial claims. 
The two sides resumed diplo- 
matic relations earlier this 
mouth after a three-year break. 

According to the Iranian 
newsagency, ULNA, Presidents 
Assad and Rafsanjani “saw eye 
to eye on most regional 
issues”. But Iranian opposition 
to the presence of foreign 
forces in the Gulf is a potential 
source of friction. 

“We should not allow foreign 
forces who are all geared up to 
tighten their grip on vital oil 
resources, the Persian Golf, the 
Red Sea and other sensitive 
points of the world, to remain 
in the region," Mr Rafsanjanl 
said. 

Mr Assad arrived in Tehran 
on the day that Iran staged a 
big military parade to mark 
the 10 th anniversary of the 
Iraqi attack which it claims 
started the eight-year Golf war. 

Tehran Radio reported that 
Mr Assad flew to Mashhad yes- 
terday to visit the city's shrine. 
Hie returned to Tehran in the 
afternoon for a meeting with 
Iran’s religious leader Ayatol- 
lah Ali Khamenei and more 
talks with Mr Rafaanjflni. 


EMIRATES. REFINING THE 
SHAPE OF AIR TRAVEL 



WITH TWO TICKETS FOR THE PRICE OF ONE. 


For every Emirates passenger, a less fortunate partner is all 
too often left behind. No five course meal, no fine wine, nor first-run 
film, no typically refined Emirates experience. No doubt, then, they'll 
be delighted by our free ticket offer. 


Buy an Emirates First or Business Class return ticket in the 
UK, for Dubai or beyond, and on completion of that journey we'll 
present you with a fully transferable return Economy ticket to Dubai, 
valid for a year. 


Meanwhile, as a First or Business Class passenger, you may 
start and end your journey in customary Emirates comfort, while we 
chauffeur you as far as 50 miles to and from Gatwick or Manchester 
and anywhere in the U.A.E. Gratis. 



Sufficient temptation, surely. But let us add one more attrac- 
tion: Even Time Flies on Emirates. 


EMIRATES. THE INTERNATIONAL AIRLINE OF THE UNITED ARAB EMIRATES 
125 Pall Mall. London. SW1Y 5EA. Telephone: 07 i 930 5356. 

Now serving. Singapore. Manila, Bangkok, Amman. Bandar Abbas. Bombay. Cairo, Colombo. Damascus. 
Delhi. Dhaka. Frankfurt, Istanbul, Jeddah. Karachi. Kuwait. Male, Riyadh. Tehran. 



Emirates 







4 


GOLD FIELDS GROUP 


JOINT ANNOUNCEMENT BY 


NEW WITS LIMITED 


(Registration No. 05/04822/06) 
("New Wits') 


SELECTED MINING HOLDINGS LIMITED 


(Registration No. 05/24731 /06) 
(•Selected") 


and 


WITWATERSRAND DEEP LIMITED 


(Registration No. 01 /01189/06) 
(“Wit Deep") 


(all incorporated in the Republic of South Africa) 

PROPOSED MERGER OF NEW WITS, SELECTED AND WIT DEEP 


The boards of New Wits, Selected and Wit Deep announce that they have agreed 
in principle to proceed with the merger of their respective companies with effect from 
1 July 199a 

New Wits, which is listed on the stock exchanges in Johannesburg and London, will be 
used as the corporate vehicle for this purpose. Shareholders erf Selected wiH be offered 
120 New Wits shares for every 100 Selected shares held Shareholders of Wit Deep will 
be offered 90 New Wits shares for every 100 Wit Deep shares held 
If the proposals are implemented, the shareholders of the enlarged New Wits will benefit 
from a strengthened asset base and, in the longer term, from the combined mineral right 
portfolio. Selected and Wrt Deep shareholders mil gain these benefits in exchange for 
their existing holdings which usually trade at a substantial discount to net worth. 

A circular containing full details erf these proposals and convening meetings for their 
consideration by shareholders of New Wits, Selected and Wrt Deep will be posted as 
soon as possible. 


Brokers to the Companies: 


Johannesburg 
24 September 1990 


(in the Republic of South Africa) 
Fergusson Bros, Hall, Stewart & Co, Inc. 
(Registration No. 72/08905/21 ) 
(Member of the Johannesburg Stock Exchange) 
(in the United Kingdom) 
Cazenove&Co. 

(A member firm of The International Stock Exchange) 


New Issue 


September 21. 1990 


Farm Credit System 
Financial Assistance 
Corporation 


$89,000,000 

9.20% Bonds Due September 27, 2005 
Optional Principal Redemption 


Series B-2005 


CUSIP# 30766R AE 1 


Interest on the above issue payable March 27, 1991 , 
and semiannually thereafter 


Dated September 27, 1990 


Price 


100 % 


The Bonds are unsecured obligations of the Farm Credit System Financial 
Assistance Corporation, an instrumentality of the United States and an in- 
stitution of the Farm Credit System chartered pursuant to the Agricultural 
Credit Act of 1987. The Bonds are guaranteed as, to the payment of principal 
and interest by the Secretary of the Treasury as provided in the Farm Credit 
Act of 1971. as amended. The guarantee is backed by the full faith and credit 
of the United States. 


Bonds are Available in Book-Entry Form Only. 


Farm Credit System 
Financial Assistance Corporation 


90 William Street 
New York, New York 1 0038 
Telephone: (212) 908-9400 




fr» Fjim Cush Sysrem 


This announcement appears 
as a matter of record only. 


FINANCIAL TIMES MONDAY SEPTEMBER 24 1990 


INTERNATIONAL NEWS 


‘Limited scope in cross-border mergers’ 

Guy de Jonquieres examines a different approach 


MERGER mania may have run 
its course in the US and 
Britain. But developments 
such as Pirelli of Italy’s battle 
for control of Continental. 
West Germany’s largest tyre- 
maker. suggest it is far from 
over in continental Europe. 

That would he welcomed not 
only by fee-hungry investment 
bankers, lawyers and consul- 
tants, but by those Brussels 
policy-makers who believe 
mergers have an important 
role in re-shaping the structure 
of European industry ahead of 
1992. 

The Cecchini report on the 
single market, published by 
the European Commission in 
1988, made much of the need to 
rationalise sectors where 
long-standing national trade 
barriers had bred fragmented, 
inefficient and excess capacity. 

Since then, the volume of 
deals has grown impressively. 
Last year, there were almost 
1,300 cross-border mergers in 
western Europe together worth 
more than S45bn (£24bn), 
according to Translink, a 
research company. 

Less clear is the longer-term 
impact of all this activity on 
the industrial coal-face. How 
Ear will it produce more effi- 
cient, pan-European, groups 
organised to treat all the EC as 
a home market? 

How far is it the result of 



THE EUROPEAN 
MARKET 


shotgun corporate marriages 
which rii 


risk falling apart or 
creating European-scale 
monopolies? 

Some earlier visions of the 
effects of 1992 on Europe's 
industrial structure are 
already proving too simplistic. 
Companies in capital-intensive 
industries, such as electronics, 
bad hoped pooling production 
would provide decisive advan- 
tages. Yet a succession of 
mergers between European- 
owned chipmakers has so far 
failed to yield adequate scale 
economies. 

Likewise, the once-fashion- 
able notion that companies 
would rush to centralise pro- 
duction for all of Europe in a 
few big factories in low-cost 
countries looks wide of the 
mark. 

Manufacturers have poured 
into Spain, but many seem 
interested in producing there 
mainly for the local market. 

Companies such as IBM and 
Matsushita of Japan, with 
extensive European operations, 
say they will continue, partly 
for political reasons, to manu- 
facture in many different coun- 
tries, even if efficiency suffers. 

Conventional wisdom about 
the pattern of industrial 


change is further challenged in 
a decidedly sceptical study* of 
European mergers and acquisi- 
tions by the London Business 
School's Centre for Business 
Strategy. 

It argues that, based on 
European companies' public 
statements, few cross-border 
deals axe prompted by the 
search for bigger scale econo- 
mies, the importance of which 
bad in any case been exagger- 
ated. Unlike purely national 
mergers, the overwhelming 
motivation was to gain access 
to new markets. 

The study also pours cold 
water on the idea that cross- 
border mergers are forging 
genuinely pan-European indus- 
try structures. Not only were 
such deals more limited than 
crude statistics seemed to sug- 
gest, but they were not an 
especially effective method of 
building a solid base Ln the sin- 
gle market 

"Possibly the most striking 
feature of European cross- 
border mergers is their rather 
limited scope. One definitely 
does not get the impression 
that merger activity represents 
a major inter-penetration of 
European markets by Euro- 
pean firms, ” the study says. It 
finds that: 

• Much of the recent growth 
in European mergers has been 
concentrated in Britain and 
involved UK companies. 
Though, the number of EC 
mergers almost trebled 
between 1983 and 1987, deals 
across borders declined as a 
proportion of the total. 

• Cross-border mergers in 
Europe were “not a predomi- 
nantly European sport but an 
Anglo-American game". British 
and US companies initiated 43 
per cent of larger deals 
between 1986 and 1988, and 
companies from the rest of the 
EC only 17 per cent. 

• The evidence suggested that 
European companies viewed 


mergers and acquisitions as 
much as a way to dominate 
their home markets or to 
expand overseas as to 
strengthen their presence in 
the Community. 

• Most cross-border mergers 
involving European companies 
were in adjacent countries. US 
and other non-EC companies 
bad been more adept than 
their local competitors at using 
mergers to penetrate the Euro- 
pean market as a whole. 

• There was only a tenuous 
link between those sectors 
where merger activity was 
most intense - chemicals, food 
and electrical and mechanical 
engineering - and those 
where excess and fragmented 
capacity made rationalisation 
economically most desirable. 

The study's authors con- 
clude from all this that, as a 
response to 1992, European 
mergers bavq so far been 
rather unimpressive. How well 
does this dismissive judgment 
stand up to closer scrutiny? 

That most European mergers 
have so far been Anglo-Ameri- 
can-inspired is indisputable, 
though it is less certain that 
will hold good now domestic 
activity in the US and Britain 
has abated. It is true that 
many companies, particularly 
in the food sector, have viewed 
acquisitions primarily as a 
rapid way to gain a foothold 
outside their home market. 

By concentrating narrowly 
on bare statistics, the study 
understates the extent to 
which once-chronically frag- 
mented European industries 
have been rationalised by 
national and cross-border take- 
overs since the start of the 
1980s. 

In telephone exrhangiB man- 
ufacturing. a rlassfp national 
champion business, the num- 
ber of European suppliers has 
fallen from 10 to four, while 
roughly 12 semiconductor mak- 
ers have been consolidated into 
three main groups. Large 
chunks of the white goods 
industry have been absorbed 
by Electrolux of Sweden. 

Philips of the Netherlands. 
Thomson of France and Nokia 
of Finland between them now 
control all European-owned 
production of consumer elec- 
tronics. Since Asea of Sweden 
merged with Brown Boveri of 
Switzerland in 1987. it has 
made more than 60 acquisi- 
tions in heavy engineering, in 
Europe and overseas. 

In chemicals, intensive 
merger activity has not cut the 
number of players as sharply 
as in other sectors. But It has 
contributed to a fundamental 


shift in industry structure as 
companies’ sharper focus on 
core businesses has caused 
them to trade peripheral activi- 
ties, often across borders. 

The unresolved issue is how 
far this restructuring has stim- 
ulated competitiveness. Much 
will depend on whether the 
challenge of digesting acquisi- 
tions and integrating mergers 
outweighs the expected bene- 
fits. Recent profit falls at some 
acquisition-hungry companies 
such as Electrolux and Rhone- 
Poulenc of France suggest the 
costs can be high, at least in 
the short term. 

The study argues that many 
advantages of fuff, mergers can 
be captured by less ambitious 
arrangements such as joint 
ventures, partial mergers and 
cross-shareholdings. 

These, it says, offer a less 
risky way of surmounting the 
obstacles posed by Europe’s 
diverse national laws and busi- 
ness cultures. 

They were also the most 
effective means for UK compa- 
nies to expand in continental 
Europe, where resistance to 
outright takeovers was often 
strong. 

That still leaves open ques- 
tions such as how successfully 
Anglo-US impatience for rapid 
financial returns can be recon- 
ciled with the longer-term 
approach prevalent elsewhere 
in Europe. But in the current 
business environment, a cau- 
tious, low-key approach may 
also have another virtue. 

In some recent European 
mergers, industrial logic has 
been less obvious than the 
opportunistic impulse to nab 
partners while they were avail- 
able, or the desire to defend 
ag ains t unwelcome predators. 

Such deals have doubtless 
been influenced by the expecta- 
tion that buoyant economic 
growth would provide a safety 
cushion if things went wrong. 
Uncertainties created by the 
Gulf crisis have made that 
assumption less plausible and 
narrowed the margin for error. 

The study warns: "Those 
who rise too quickly to the 
dance floor for fear that there 
wifi be no nice girls left, risk 
waking in the morning beside 
unsuitable partners.” 

The sternest test of Europe’s 
corporate marriages may be 
how well they survive a more 
turbulent economic climat e. 
^Continental Mergers are Dif- 
ferent Strategy and Policy for 
1992. £ 10 . Centre for Business 
Strategy, London Business 
School, Sussex Place, London 
NWl 4SA Tel: 071-724 7875. 


No accord on 
weapons limits 


A WARSAW Pact commission 
on disarmament yesterday 
failed to agree proposed limits 
on the amount of weapons 
each country can hold under a 
planned East-West accord on 
reducing conventional forces 
In Europe, AP reports from 
Prague. 

The two-day meeting, held 
behind closed doors, was 
attended by deputy foreign 
ministers and chiefs of staff 
from all seven Warsaw Pact 
countries. 

The meetings were designed 
to hammer out a unified posi- 
tion of Warsaw Fact states ln 
negotiations with the 16 Nato 
countries at talks on reducing 
Conventional Forces ln 
Europe. 

A conventional arms accord 
is to be ready for signing by 
tiie 23 Nato and Warsaw Pact 
countries at a summit of the 
Conference on Security and 
Cooperation in Europe sched- 
uled for Nov 19 in Paris. 

An agreement on the quotas 
for tanks, armoured vehicles 
and artillery was not yet 
reached. Negotiators from East 
and West have reached agree- 
ment on numerical ceilings 
«nj definitions for main battle 
tanks but they have made lit- 
tle headway in reducing com- 
bat aircrat because of differ- 
ences over what should be 
covered. 


Swiss vote for moratorium on 
building nuclear power plants 


By William Dullforce in Geneva 


SWISS ecologists and 
anti-nuclear groups succeeded 
in winning over 54 per cent of 
the vote for a Id-year morato- 
rium on building more nuclear 
power plants, despite of opposi- 
tion from the Government and 
the power industry. 

Another proposal calling for 
closure of existing nuclear 
plants as quickly as possible 
was narrowly defeated by a 
523 per cent majority. 

The demand for a vote on a 
moratorium was first made 
before the accident to the 
Soviet nuclear power station at 
Chernobyl in 1986. Since Cher- 
nobyl, Switzerland has 
observed a de facto morato- 
rium on new plants, but the 
latest vote ensured this would 
remain the policy into the 2 1 st 
century. 

The second referendum was 
launched soon after. Propo- 


nents of the moratorium 
argued it would give Switzer- 
land time to improve its energy 
saving methods and assess 
alternative energy sources. 

The power utilities had 
warned that, unless two new 
nuclear plants were built, Swit- 
zerland could face a shortage 
of some 7bn kilowatt/hours of 
electricity In tbe winter of 2004 
to 2005. 

Two years ago the govern- 
ment halted construction of a 

g iant at Kaiseraugst near 
asle. The project has now 
been scrapped and SFr350m 
($265m) has been paid to its 
developers. Flans feu a plant at 
Graben had also been virtually 
abandoned before the vote. 

In a third referendum, 71 per 
cent of voters approved a new 
law giving greater powers to 
the federal government in 
determining energy policy. In 


1983, most of the cantons 
refused to delegate such 
authority. 

The government will now be 
able more easily to set stan- 
dards for energy use in facto- 
ries, appliances and cars, and 
promote energy conservation 
more effectively. 

in a separate development, 
Swiss voters approved by a 52.8 
per cent majority a govern- 
ment proposal extending from 
2.3 metres to 2.5 metres the 
limit Oh tbe width of lorries 
allowed to use Swiss highways. 

The government has 
exempted the greater part of 
the road network from the 
lower limit But the narrow- 
ness of the vote shows the 
strength of the opposition to 
allowing greater use of Swiss 
motorways for heavy traffic 
between the EC’s northern and 
southern states. 


Duty on emissions proposed 


By David Goodharf in Bonn and our Foreign Staff 
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NOTICE 

OF VARIATION TO 
MIDLAND 
CARDHOLDERS. 


Midland Bank pic announces that the interest It 
charges its Midland Access and Midland Visa cardholders 
will be increased from 12% per month to 2.35% per month 
with effect from 1st October 1990. - 

Also, the rate of interest charged to Midland Artscard, 
Care Card and National Trust card will be increased from 
2.0% per month to 2.35% per month with effect from 15th 
October, 1990. 

From the above dates the new interest rate will be 
applied to all interest bearing balances, casb advances 
and purchases attracting interest for the first time. 

The Conditions of Use of each card will be varied 
accordingly with effect from the dates above. 



MIDLAND 

The Listening Bank 


MIDLAND BANK pic, 27 POULTRY, LONDON EC2P 2BX 


A DUTY on carbon dioxide 
emissions of DM10 per tonne 
has been proposed by the West 
German Environment Minister, 
Mr Klaus Tfipfer. 

The duty, which analysts 
believe has a reasonable 
chance of becoming law in the 
next two years, would raise 
about DM5bn (£1.6bn) per year. 

Germany would become the 
first major European country 
to adopt such a duty, reem- 
phasising its vanguard role in 
environmental politics. 

Mr Tbpfer will formally pres- 
ent his proposal to the West 
German cabinet in November. 

The German move coincided 


with moves by Mr Carlo Ripa 
di Meana, the EC environment 
commissioner, to introduce a 
Community-wide tax on oil, 
coal and natural gas. 

He told a meeting of EC envi- 
ronment ministers in Rome at 
tbe weekend that such a tax 
could be used to encourage 

energy efficiency. 

However, there was no 
agreement on the proposal, 
with some countries arguing 
that there was no need for 
such action at a Community 
leveL 

The German government has 
chosen a special carbon duty in 
favour of a tax so that the 


Income can be directly 
ploughed back into measures 
to reduce carbon emissions, 
which contribute to the "green- 
house effect". 

In June, the West German 
Government committed itself 
to reducing carbon eminginnq 
in West Germany by 25 per 
cent by the year 2005. 

Last week, the Bundestag 
commission on the protection 
of the atmosphere proposed a 
30 per cent reduction by 2005, 
but this would be for the whole 
of Germany. That would mean 
a cat of about 320m tonnes 
from the current level of just 
over ibn. 


WORLD ECONOMIC INDICATORS 


INDUSTRIAL PRODUCTION (1985 * 

100) 



Aug. '90 

Jul.90 

Jun.'90 

Aug/89 

% change 
over 
previous 
year 

US 

116.3 

116.5 

116.5 

114.8 

+ 1.5% 


Jul.-QO 

Jun.’SO 

May.UO 

ftlul/fia 


UJC 

Japan 

W Germany 

109.9 

127.0 

116.2 

114.4 

124 A 

1163! 

111.9 

125.P 

116.4 

109.7 

118.7 
112.5 

+ 0,2% 

+ 7.0% 

+ 5.1% 


Jun.'90 

May. ’90 

Apr. '90 

Jun.'89 


Franca 

Italy 

112.0 

118.9 

— * 
to 

ben 

111.3 

118.8 

110.9 

118.2 

+ 1.0% 

+0.8% 
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China bid 
to rejoin 
Gatt is 
postponed 


By William DulHorce 
in Geneva 


CHINA’S application to rejoin 
the General Agreement on 
Tariffs and Trade has been 
effectively postponed until 
next year. 

After a two-day meeting, the 
working party of Gatt num- 
bers examining the application 
decided on Friday to draw up 
over the next two months a 
list of the many points con- 
cerning China’s economic 
reforms on which it requires 
more convincing ex planati ons 
from Peking. _ , , 

The group put China s appli- 
cation on hold after the sup- 
pression of the student revolt 
in Tiananmen Square in Jane, 
1988. Peking sent a 14-member 
te rn" to Geneva last week to 
try to break the d ead l o c k . 

Avoiding references to 
moral or human rights, the 
European Community and the 
US focused on tbe changes in 
economic policy introduced m 
the second half of 1989- 

In their view, thes e modm- 
cations marked a retreat Cram 
the movement towards a 
decentralised, market-oriented 
economy that might hav e 
made China’s trading struc- 
ture compatible with Gatt. 

The achievements of 10 
years of reforms bad been seri- 
ously damaged by the changes, 
the EC said. The policy of 
price fixation through state 
plana was a major step back- 
wards. 

Fan Guoxiang, leader of the . 
Chinese delegation, promised 
tiie introduction of new reform 
plana in October. 

But the EC commented scep- 
tically on “new subtleties” in 
Chinese official statements, 
differentiating between eco- 
nomic reforms indispensable 
to the country and market-ori- 
ented reforms which might not 
be necessary. 


Syse decides to 
stay as Premier 


THE political future of Mr Jan 
Syse, Norway’s conservative 
Prime Minister, and his 
weakly bonded centre-right 
coalition Government, looked 
increasingly hi doubt follow- 
ing his decision to remain as 
Premier in spite of admitting 
to violations of Norwegian cor- 
porate law In his own compa- 
nies’ accounts. 

The opposition Labour 
party, dissatisfied with a 
report on the affair, says it 
wffl investigate the findings. 

The Prime Minister early 
last week had sought to quell 
controversy by hiring two of 
Nor way’s fo remost authorities 
on accountancy and taxation 
to investigate and report on 
bis private economic affairs. 

Mr Syse said he found “noth- 
ing in this material” which 
required his resignation as 
Prime Minister. “I shall 
remain to undertake farther 
my and the Government’s 
political work,” he raid. 

However, the longer he 
stays on, the more likely the 
authority of the coalition Gov- 
ernment will weaken. 

This would affecting the 
work of the Storting, Norway’s 
parliament, which reconvenes 
today. 
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If you don’t have time to stand 
around in queues, just push in. 


Dditicu Aidu/avc 


The worlds favourite airline, executive 





MICHELIN 



The unaudited consofidated results for the first 
outbefow;- 


hatf of the financial V«a" ending 31st December 1990 are set 


TURNOVER 
TRADING PROFIT 
Share of Profit of group Co. 
Share of Profit of related Co. 


PROFIT BEFORE TAXATION 

Taxation 

PROFIT AFTER TAXATION 


Dividend 

RETAINED PROFIT 


Six months 
to 306.90 

Sx months 
to 30.6 .89 

Ifear 

31.12.89 

STOCK) 

srooo 

£*000 

382.919 

363.570 

723.454 

16.820 

26,251 

46.337 

847 

1385 

2,004 

853 

516 

715 

1R520 

28.752 

49,056 

6.767 

9.551 

13,947 

11,753 

19,201 

35,109 



15,000 

18.000 

11.753 

4.201 

17,109 


In the first half of 1990 the Company resufts were affected by a downturn in d eman d »id fwgh fi nancial charges 

Factory output had to be limited and ttw range produced increased mmeeta^tWTiarreqwenwnls- . _ 

Domestic sates weakened as the Original Equipment market suffered frisn lower levels of vehicle production. 
Export revenues benefited from the relative strength of other currencies. 

Associated Tyre SpectafatsUmilBd again made a significant contrtmtxyi to Group rewte. ^ 

The econorrw: conditions prevaing in ihefirsts* months are eaqiected to continue at least untithe end of the year. 

Not,,: The rvsufa for the yarn- ended 31st Oeoembef J9B9 *n besod on the tut amSted accounts /Bed m*M the Fegistrar at 

ComperMe on which the eathtarzge<meaaa6ded report 


MICHELIN TYRE PUBLIC LIMITED COMPANY 
Stoke-on-Trent ST 4 4EY 


This advertisement is issued by Hambros Bank Limited which is a member of The Securities Association, in 
com pliance with the requirements of the Council ofThe International Stock Exchange. It docs not constitute an 
offer or invitation to the public to subscribe for or purchase any securities. 


Application has been "««<> for the ordinary shares to be admitted to the Official List ofTbe International. Stock 
Exchange. 


Acsis Group pic 


(Rtgisurtd in England No. 1135243) 


Introduction to the Official List 


arranged by 

Hambros Bank Limited 


SHARE CAPITAL 

Authorised 
£ Number 

16,447,400 164,474,000 ordinary shares of tOp each 


Issued and fully paid 
£ Number 

13,140,520 131,405,199 


Listing particulars relating to Acsis Group pic are available from The Companies 
Information Fiche Service maintained by The International Stock Exchange. Copies of 
the listing particulars may be obtained daring normal business hours on 25th and 26th 
September 1990 at the Company Announcements Office, The International Stock 
Exchange, 46-50 Finsbury Square, London EC2A 1DD and may also be obtained during 
normal business hours on any weekday (Saturdays and public holidays excepted) until 8th 
October 1990 from: 


Acsis Group pic 
6 Derby Street 
London 
WIY7HD 


Hambros Bank Limited 
41 Tower Hill 
London 
EC3N4HA 


S G Warburg Secoriiic 
1 Finsbury Avenue 
London 
EC2M2PA 


24th September 1990 


GAZETA MERCANTIL 


in association with the 

COUNCIL OFTHE AMERICAS announces a 


ALUMINIUM 


Full -day Seminar 
Brazil in the 90 ’s 

Business Opportunities with Economic Modernization 
Thursday, September 27, 1990 
8.00 a. m. -5.00 p.m. 

Grand Hyatt Hotel - Ballroom A 
Park Avenue at 42nd Street 
New York City 


The Financial 
Times proposes to 
publish this survey 
on: 


Speakers are: 

ZELIA CARDOSO DE MEULO 
Minister of Economy 

IBRAHIM ER1S 
President, Central Bank of Brazil 

ANTONIO KANDER 
Special Secretary of Economic Policy 

JOAO SANTANA 
Secretary tor Administration 

JOAO MALA 

National Secretary of Economy 
EDUARDO MODLANO 

President of the National Economic Development Bank 


24th October 
1990 


For a full editorial 
synopsis and 
advertisement details, 
please contact' 


Anthony G. Hayes 
021-454 0922 


or write to him at: 


Banco do Brasil, Cia. Vale do Rio Doce, Petrobrfls, BNDES. 


Information and Registration: 

COUNCIL OFTHE AMERICAS - Program Department 
Teh (212) 628-3200 - Fax: (212) 517-6247. 


GAZETA MERCANTIL (UK) LTD 
P.O. Bax 47, London N10 3QF 
Tbl: 081-444 5116 - Fax: 071-407 5642 


George House 
George Road 
Edgbaston 
Birmingham B15 
IPG 
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ANSETT AIRCRAFT 


FINANCE LTD 


Floating R^WSi^ries FY 
Due July 2002 s 


UP TO USD 185^000,000 


FUN due 2001 


Interest Period 


24th July 1990 
24th January 1391 


Interest Amount per 
US. $10,000 Note due 
24th January 1991 


U.S. $41687 


Credit Smsse First Boston Limited 
Agent Bank 


NOTICE IG HEREBY GHVEN dial *M 
ret* of Wares: for Cm period from 
September 34th, 1080 to December 
27th. 1890 hoe been Read at M3S per 
cam par annum. The coupon amount 
due tor mil period to USD 31 M8 per 
USD 10.000 d* rural nation end USD 
1.09M3 per U8D 80.00000 end to pay- 
able on Hie Intereet paymanl data 
Oaca m bar 27th. 1990. 
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INTERNATIONAL NEWS 


Brussels outlines exchange system overhaul 


By Lucy Kellaway in Brussels 


RADICAL ideas for overhauling 
Europe's electronic and cash payments 
system will be put forward this week by 
the European Commission. The pro- 
posed changes would allow exchanges 
between EC states to be made as simply 
as in a single country. 

The suggestions, made in the form of 
a green paper, are likely to receive a 
cool response from commercial banks, 
which are worried that their profitabil- 
ity will suffer as a consequence and 
that they would have to make expen- 
sive changes in their financial net- 
works. Central bankers also are likely 
to be concerned about the regulatory 
implications of the proposals. 

Sir Leon Brittan, the competition 
commissioner, argues that much of the 
benefit of the single market will be lost 
if payments between EC countries 


remain slow and costly. But the Com- 
mission is undecided about whether to 
introduce directives to force a change 
in payment systems, or whether to 
leave member states free to reach 
agreements among themselves. 

Sir Leon’s paper, which focuses on 
payments made by individuals and 
smaller, companies, makes a number of 
suggestions to help make the system 
function better. 

• Cash transactions: As currencies 
become firmly pegged to one another in 
the movement towards monetary union, 
cash transactions between them should 
be made free of any commission or 
other charge, as is the case between the 
British and Scottish pounds. 

In the meantime the Commission 
Intends to step up its efforts to ensure 
foreign exchange commissions are fully 


transparent and represent fair value. 

• Transfers: The present elaborate and 
slow system of transfers through corre- 
spondent banks should be replaced by a 
European Automated Clearing House, a 
new body that would provide a link 
between national clearing systems. 
Such a body would have important reg- 
ulatory consequences, as it would mean 
that central banks would no longer be 
responsible for the clearing of all pay- 
ments made by banks in that country. 

The paper also suggests minor 
changes to payments by Eurocheque 
and credit card, as both mechanisms 
already offer fairly smooth means of 
payment between member states. 

Earlier drafts of the document met 
strong resistance from commercial 
bankers worried that the proposals 
could threaten lucrative commission 


inflnmn from foreign e xch a n ge transac- 
tions and from their correspondent 
banking networks. They were also scep- 
tical over whether It was the Commis- 
sion’s job to set itself up as a trouble- 
shooter in a commercial matter. . 

The Commission, which is inviting 
co mmen ts from the financial comm it 
nity, consumers and national authori- 
ties, is hoping to convince banks that 
their attempts to protect the status quo 
are doomed to failure. It has suggested 
that the Ideas in the green paper are 
only proposals. 

Sir Leon next month will present the 
paper to a conference of bankers in 
Brussels. A committee, likely to consist 
of representatives from central banks, 
existing clearing organisations and 
commercial banks, wifi be set up early 
next year to discuss the plans. 


EC row builds up 
over sugar quota 
for East Germany 


r fovtschlotul 


By Tim Dickson in Brussels 


A BITTER behind-the-scenes 
battle is being played out in 
Brussels over the proposed 
European Community sugar 
quota for East Germany. 

The issue, one of the most 
divisive problems in the whole 
package of EC measures 
needed to accommodate an 
enlarged Germany, is expected 
to flare up today or tomorrow 
at a meeting of Community 
farm ministers. 

Many believe the outcome 
also has significant implica- 
tions for the international 
trade talks known as the Uru- 
guay Round. 

A number of EC countries 
and much of the Community’s 
sugar processing industry 
allege that the Germans are 
being offered an unrealistically 
high sugar production celling 
which will not only swell exist- 
ing EC surpluses but land oth- 
ers inside Europe with a hefty 
bill for its disposal on world 
markets. 

The absurdity of adding to 
the food mountains at a time 
when the Common Agricul- 
tural Policy (CAP) is supposed 
to be brought under control 
might fleem a patent enough 
argument for most, but the 
prospect that other producers 
may be hit in the pocket 
because of the complex rules of 
the sugar regime Is fuelling 
most of the concerns. 

EC sugar production is con- 
trolled by two types of quota - 
the A quota, which roughly 
equates with the Community's 
own needs and qualifies for the 
fell support or ’intervention” 
price, and the smaller B quota 
equivalent to EC exports and 
for which a lower guaranteed 
price applies. The main cost to 
the EC budget - export subsi- 
dies - is clawed back each 
year through processing 
charges levied on producers (2 
per cent for A quota, up to 37b 
per cent for B). 

The system allows Brussels 
to claim that the sector is self- 
financing, which may be some 
comfort to taxpayers but is lit- 
tle consolation to consumers 
who pay for the industry’s pro- 
tection through high prices. 

Political considerations 
apart, it is difficult to find any 
justification for the East Ger- 
man figure as it stands. Under 
the European Commission's 
proposal, the country’s overall 
sugar quota has been fixed at 


870.000 tonnes a year (665,290 
tonnes of A quota, 204,710 
tonnes of B quota), which will 
yield Brussels levies of roughly 
Ecu50m (£34_8m) to pay for any 
exporting costs. 

Assuming an export subsidy 
of around Ecu400 a tonne, the 
EC will be able to afford to 
export 125,000 tonnes of sur- 
plus East German sugar within 
the current restraints of the 
regime. 

Much depends on East Ger- 
man consumption, for which 
reliable figures do not exist. 
According to the International 
Sugar Organisation, annual 
consumption in East Germany 
between 1984 and 1988 was 

680.000 tonnes of white sugar 
equivalent, while the West Ger- 
man industry's own estimates 
suggest a figure of 665,000 
tonnes on average over the 
past five years. 

Even taking the highest his- 
toric projection, there appears 
certain to be a much bigger 
shortfall between production 
and domestic consumption 
than the 125,000 tonnes “per- 
mitted" under the rules of the 
regime. 

What is alar ming and anger- 
ing the industiy and other 
member states is the know- 
ledge that consumption in East 
Germany is falling sharply and 
is bound to plunge further as 
hitherto subsidised sugar 
prices move sharply up. 

The Bonn government 
claims East Germany is simply 
getting its fair entitlement of 
quota, though many suspect 
that the powerful West Ger- 
man sugar industry will 
exploit toe situation to grab a 
share of the extra production. 

Mr Ignaz Ktechle. West Ger- 
man farm minister, is certainly 
showing no signs of backing 
down and Is demanding that 
the figure be increased to 

950.000 tonnes. 

This is widely seen as a tacti- 
cal ploy to make the 870,000 
tonnes seem more respectable 
in face of almost total opposi- 
tion from other member states, 
led by the UK, the Netherlands ■ 
' and Denmark. 

France has also protested, 
and Spain seems determined to 
thwart East Germany on the 
grounds that it was treated 
badly at the time of accession 
in 1986. Belgium insists that 
other producers should not 
have to bear the cost 







S' ’Jr -■VS?** 

-vSEl 




Aft' 


Two East Berlin women sit under a poster of Helmut Kohl, who will become Chancellor of a united 
Germany on October 3. The sign reads “Chancellor for Germany". 


Strike brings 
trash piles to 
Paris streets 


De Larosiere affirms 
support for early EMU 


By George Graham in Paris 


By William Dawkins 


Italian building group 
accuses French of cartel 


By William Dawkins In Paris 


FRENCH cartel authorities are 
examining controversial alle- 
gations by Condotte d’Acqua, 
the leading Italian construc- 
tion group, that French com- 
petitors have illicitly con- 
spired to push it out of the 
market 

The group has deposited a 
complaint with the Competi- 
tion Council, which has been 
imposing increasingly tough 
fines for anti-competitive prac- 
tices over the past year. 

The allegations, which cen- 
tre on the allocation of a 
motorway tunnel contract in 
Ariege, southern France, are 
also being studied by the Min- 
istry of finance's competition, 
consumer affairs and fraud 
division. 

Among the main companies 
named are Autoroutes du Sud 
de la France (ASF), the agent 
responsible for letting the con- 


tract, and Dumez, the French 
construction group, both of 
which vigorously deny any 
wrongdoing. Mr Alain Vlvet, 
managing director of ASF, 
said the Italian group’s offer 
had not been accepted for 
“serious technical reasons’*. 


The dispute comes a year 
after the Competition Council 
shocked the French construc- 
tion industry by imposing 
record fines of FFrl66m 
(£ 16.7m) on 80 road building 
and construction companies - 
though not Dumez - for illicit 
price-firing. 

This also throws a 
public spotlight onto competi- 
tion in the French construc- 
tion industry ahead of 
a debate in the French 
Senate, on October 4, on a pro- 
posed law to strengthen free 
competition for public con- 
tracts. 


A STRIKE by Paris garbage 
truck drivers has forced the 
city authorities to call in pri- 
vate contractors over the week- 
mid, at an estimated cost of 
FFrlOm (£Lm) a week. 

The stoppage, which follows 
a strike by garbage collection 
teams last May, could become 
an embarrassment for Mr Jac- 
ques Chirac, the mayor of 
Paris and. president of the RPR 
right-wing Gaallist party. 

Mr Chirac's mayoral record 
is important to rebuilding his 
national political reputation, 
which two years ago took a 
battering with the Socialists’ 
victory in the last presidential 
election. It has continued to 
suffer from divisions in the 
RPR leadership. 

The strike, called by the 
Communist-led CGT trade 
union, involves a dispute over 
wages. About 90 per cent of the 
city's 600 garbage truck drivers 


THE Bank of France has 
reiterated its support for quick 
progress towards frill economic 
and monetary union In Europe, 
despite hesitation by some 
other European central banks. 

Mr Jacques de Larosidre, 
governor of the French central 
bank, made this point in a 
speech to the association, 
Europe et Entreprises. 

He called for a rapid move 
from Stage One of the Delors 
plan for monetary union, 
under which the EC would 
move towards better monetary 
co-ordination in the existing 
framework of the European 
Monetary System, to Stage 
Two, with introduction of a 
new EC treaty and creation of 
a European central bank sys- 
tem, and then to Stage Three, 
where European exchange 
rates would be irrevocably 
■fixed and a single European 
currency issued. 


Mr de Larosidre has 
remained relatively silent in 
recent weeks, while some col- 
leagues, notably Mr Karl Otto 
Pohl, president of the West 
German Bundesbank, have 
voiced their belief that it will 
take many years to overcome 
technical obstacles in the way 
of Stage Three. 

The French central bank 
governor said transitory mea- 
sures should be worked out to 
take account of the diverse lev- 
els of development, productiv- 
ity and investment needs in 
the EC, but that every member 
state should be involved. 

He said that proposals for 
strengthening the Ecu, 
advanced by the UK, should be 
“studied with all the care nec- 
essary”, but only In so for as 
they helped the process of 
monetary union and neither 
compromised nor delayed 
Stage Three of the Delors plan. 


have joined the action. 
Rubbish has been pi 


Rubbish has been piling up 
on city pavements since the 
action began early last week. 
Drivers nave also blockaded 
three garbage incinerators. 

Mr Chirac has declared the 
strike illegal and argues that 
he cannot change wage struc- 
tures set by the national gov- 
ernment. 

Negotiations are continuing. 


Basque separatist suspect arrested 


FRENCH police yesterday 
arrested a suspected guerrilla 
leader of the Basque separatist 
movement Eta in an operation 
planned by French and Span- 
ish security forces, Reuter 
reports from Madrid. 

The Interior Ministry said 
the suspect was seized in the 


southern French resort of Biar- 
ritz. He was alleged to be one 
of the leaders of Eta (Basque 
Homeland and Freedom) and a 
commander of its armed 


groups fi ghting for an indepen- 
dent Ba sque homeland. The 
ministry described the capture 
as a very important arrest. 


France acts over attacks on imported livestock 


By William Dawkins in Paris 


FRENCH justice authorities have 
launched 12 legal proceedings into 
attacks on trucks erf imported meat and 
livestock, a move that should allay 
British fears that France was slow to 
damp down on wrong-doers. 

The development coincides with the 
opening of talks between Credit Agri- 
cole, France’s largest bank, and the 
Government on a possible increase in 
the agricultural book’s assistance for 
formers pushed to the brink of finan- 
cial collapse by falling meat prices. 

The Government announced 
FFrl.2bn (£120ra)- worth of aid last 
mouth, followed by the Credit Agricole 
with a cheap loan package, estimated 
by the bank to be worth FFrMOm, but 


criticised by the Government as inade- 
quate. 

Both moves are likely to help defuse 
the crisis, in which angry farmers have 
resorted to guerrilla warfare against 
cheap meat imports, especially British 
lamb and East German beef. 

Violence has subsided over the past 
week and the rioters have attracted 
little public s y mpath y, yet the Govern- 
ment is still Left with a political prob- 
lem among its formers, who mnb*» up 9 
per cent of the population. 

Three of the legal proceedings are 
requests from the justice authorities 
that local tribunals open prosecutions, 
one of which involves three formers 
suspected of being involved in the 


burning of a British truckload of live 
lambs last month. 

The remaining nine are preliminary 
inquiries, likely to lead to prosecu- 
tions, while a number of other proceed- 
ings are also in the pipeline, the Jus- 
tice Ministry said. 

Meanwhile, the Credit Agricole has 
submitted to growing pressure from 
the Government to consider more farm- 
ing aid, under threat of being stripped 
of a valuable privilege which the bank 
kept after bring privatised by the last 
right-wing government 

Traditionally, tirn bank has had a 
monopoly over funds managed by 
country notoifes - public solicitors 
who handle wills and property transac- 


wMcb brings it 
FFrl7bft of deposits, on which the 
Pays just l per cent interest 
Urban notairgs make their deposits 
with the state financial bodyVthe 
Caisse des D6pdts et Consignations. 

The Government has always wanted 
to remove this advantage from Credit 
Agneole, to make it compete on normal 
terms, but the bank argues that it 
needs cheap funds to support the. low 
14 makes to formers. 

. cred it Agricole Is not th migh t likely 
to win the battle, though it may get a 
say in the terms under which the 
nofoires business is removed. If the 
took satisfies the Government on form 
aid. 








Can one company carry commuters to the City, 
and provide the computers they carry? 




Toshiba know how important it is to the 
business person to have the information they 
require wherever they are and whenever 
they work. That's why we developed the T5200 - 
a portable computer with the 32-bit power of 
a desktop machine. 

But Toshiba not only help you work at home 


:ant it is to the or in the office, they can also help you between of superior te< 

information they the two. Toshiba have been constructing worldwide. 

and whenever railway equipment such as control systems Toshiba’s coi 

sped the T5200 - and motors since 1899. produced two v 

32-bit power of The development of Toshiba’s linear motor designed to help 

train can help passengers cut commuting As a leader ii 

ou work at home time, thus leading the way in the creation the ability to mal 

In Touch with Tomorrow 

FOP FURTHER INFOKMATIfi.V TOSHIBA INrOftUATIfl!. SYSTEMS IUK 1 LTD., TOSHIBA COURT, WEYBPIDGE BUSINESS PARK. ADDLESTONE ROAD. WRY BUDGE SURREY KT15 2UL TEL: 0460 282?67 


of superior technology for transportation 
worldwide. 

Toshiba’s commitment to our society has 
produced two very different products, both 
designed to help you get where you want to go. 

As a leader in LSI technology, Toshiba have 
the ability to make both possible. 
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De Klerk to assure Bush ? eru cnte 
of ‘irreversible’ changes 


Farmers’ co-operative lends Y20bn to struggling affiliate 

Interest rates hit Japanese banks 

By Stefan Wagstyt in Tokyo 


By Lionel Barber in Washington and Philip Gawlth in Johannesburg 


PRESIDENT F.W. de Klerk 
yesterday arrived in the US. 
the first visit by a South Afri- 
can bead of state since Jan 
Smuts visited the White Home 
43 years ago. 

The trip represents a big 
step forward in the country's 
gradual political rehabilitation 
following the reform process 
embarked upon by Mr de Klerk 
on taking office hut year. 

This theme was taken up by 
Mr de Klerk on his arrival at 
Andrews Air Force base. 
“South Africa has embarked on 
a great journey," he said. “It Is 
a journey toward full democ- 
racy at home, and abroad, full 
participation in the family of 
nations." 

Later in the day, be invoked 
Martin Luther King as he 
pledged that his government 
was committed irreversibly to 
dismantling apartheid and to 
sharing power with the black 
majority in South Africa. 

The focus of Mr de Klerk's 
three-day trip is his meeting 
today with President George 
Bush. Mr de Klerk has said he 
wants to tell Mr Bush of the 
“irreversible momentum” 
towards a new constitution 
and the process of change in 
South Africa. 

However Mr de Klerk made 
clear that he was not bringing 
a “shopping list” to the US 

Inrluriing demands for lifting 

economic sanctions. 

Mr James Baker, US Secre- 



President De Klerk (left) and his wife Marika meet US Secretary 
of State James Baker and his wife Susan 


tary of State, said everyone in 
the US should be encouraging 
all sides in South Africa to con- 
tinue negotiations. 

The administration would 
like to lift sanctions, but does 
not want to risk a political bat- 
tle with Congress until further 
progress is made in line with 
the conditions set down by the 
1966 Comprehensive Anti- 
Apartheid Act 

Mr Bush, however, has to 
report to Congress on October 
2 concerning progress South 
Africa has made in meeting the 
key provisions of the CAAA 
and will be anxious to confirm 
the factual position. 

By common consent the 
main steps remaining are the 
lifting of the State of Emer- 
gency in Natal, the scrapping 
of the Group Areas and Popula- 
tion Registration Acts and the 


start of negotiations. 

The other major aim of the 
trip will be to allow the two 
presidents to establish a per- 
sonal rapport, and to give Pres- 
ident de Klerk the opportunity 
to speak to the American pub- 
lic. 

At home Mr Nelson Mandela, 
African National Congress 
lANC) deputy president, con- 
tinued his criticism of recent 
government steps taken to 
address the violence, but reaf- 
firmed the ANC’s commitment 
to the negotiation process. 
“Only when the ANC and the 
government are taiMng to each 
other will we have peace in 
this country,” Mr Mawttota told 
a gathering at the launch of a 
new ANC branch in Kwa- 
thezna. “We are compelled to 
work together through thick 
and thin.” 


Anger at death of Israel soldier 

By Hugh Camegy in Jerusalem 


PALESTINIANS travelling to 
work yesterday were attacked 
by angry Israelis, and right- 
wing politicians called for ret- 
ribution. an the first working 
day since the stoning and 
burning to death of an Israeli 
soldier in the occupied Gaza 
Strip. 

Parliament has been recalled 
on Wednesday for a special 
debate on the killing, which 
took place last week on the 
Jewish New Year holiday. It 
was the first death of a soldier 
in the occupied territories 
since last November. 

A recent army policy of 
maintaining a lower profile in 
West Bank and Gaza trouble 
spots, which has helped pro- 


duce sharply lower casualty 
tolls in the Palestinian upris- 
ing, is likely to come under 
question during the debate. 

Yesterday, at a cabinet meet- 
ing, Mr Rafael Eitan, Agricul- 
ture Minister and an extreme 
right-wing former chief of staff, 
criticised Mr Mosbe Arens, the 
Defence Minister, and called 
for draconian collective pun- 
ishment for the occupants of 
Burey refugee camp, where the 
killin g took place. 

The reserve soldier was 
heading for duty at an army 
post In his private car when he 
apparently took a wrong turn 
and was attacked. He hit a don- 
key cart, injuring two children, 
as he tried to escape and the 


enraged mob stoned him 
unconscious and set fire to his 
vehicle. 

It was a graphic illustration 
that the intifada (uprising), 
now more than 2 % years old, 
continues to fester, despite a 
recent decline in violence. 
Nearly 700 Palestinians have 
been killed by Israelis and SO 
Jews have been killed by Pales- 
tinians In the conflict. A fur- 
ther 240 Palestinians have been 
killed by fellow Arabs. 

Mr Eitan said all houses 
around the scene should be 
flattened by the army as pun- 
ishment - a policy likely to be 
used at least against the dwell- 
ings of prime suspects - and 
those responsible departed. 


sharply 

THE Peruvian government has 
announced sharp cuts in 
import tariffs. Sally Bowen 
writes from i-i™ 

Imports previously subject 
to combined tariffs and taxes 
of up to 200 per cent will now 
incur a maximu m tariff of 50 
per cent 

The ruling establishes three 
tariff levels of 15, 25 and 50 
per cent Foodstuffs and medi- 
cines will come In at the low- 
est level, with Inputs and 
“intermediate" goods in the 
middle bracket 

Suicide provokes 
protests in India 

Violent demonstrations In 
northern India gathered 
momentum over the weekend 
after a student took his life in 
protest against Prime Minister 
V. P. Singh's Job reservation 
programme, David Housego 
reports from New Delhi. 

Sushil Kumar, a 16-year-old 
schoolboy, poisoned himself at 
Knrukshetra, a holy Hindu 
town in Haryana province, and 
In a suicide note held the 
Prime Minister responsible for 
bis death. 

Lahore court 
summons Bfantto 

A special court in Lahore yes- 
terday issued a notice to Ms 
Benazir Bhutto, the ousted 
Prime Minister of Pakistan, 
requiring her to appear on 
October 2 to face proceedings 
alleging misconduct during 
her 20 months in office, writes 
Farhan Bokhan in Karachi. 

Ms Bhutto's government 
was dis mis sed on August 6 by 
President Ghnhnn Wag gh«n 1 
on allegations of widespread 
corruption, denied by Ms 
Bhutto. 

Managua plans 
spending cuts 

The Nicaraguan Government 
is to axe jobs and spending in 
tiie public sector, following Its 
failure to stabilise the hyper- 
inflation-prone economy with 
heterodox adjustment policies 
dnring its first five months in 
office, writes Tim Coone in 

Manag ua. 


NORINCHUKIN, the Japanese 
fanners' national cooperative 
bank, is planning a low-inter- 
est loan of about Y20bn (£77m) 
to support a provincial affiliate 
which is struggling to cope 
with mounting bad debts. 

The move is the strongest 
indication so far of the damag- 
ing impact of rising interest 
rates on Japanese financial 
institutions. 

It follows news last week 
that shmkin, small co-opera- 
tive banks, are proposing to 
double the size of a national 
mutual rescue fund to Y200bn. 
In addition, I tom an, a medium- 
sized trading company, dis- 
closed plans to sell land to cut 
Its property borrowings, esti- 
mated at Y850bn, though it 
denied it was under financial 
pressure. 

The Bank of Japan, which 
has been pushing up interest 
rates for 18 months to ward off 
inflation, wants to see a 
decline in the growth of bank 
lending, particularly in prop- 
erty loans. But in the wake of 
this year’s 40 per cent fall in 
equity prices, the central bank 
is also concerned lest its 
actions precipitate a rapid 
decline in land values. 

Norinchukin’s planned move 
Is designed to deal with a 
long-standing problem in Kago- 
shima. a rural prefecture in 
western Japan, where the pre- 
fecture! federation of fanners’ 


co-operatives took over the 
loan books of several local co- 
operatives after they ran into 
financial difficulties three 
years ago. 

The prefecture! federation 
worked out plans to trade its 
way out of the bad loans over 
time but its programme was 
upset by the recent rise in 
interest rates. It will probably 
use the low-interest funds from 
Normchukin to generate extra 


profits by placing them on 
deposit at (higher) money mar- 
ket rates. 

Norinchukin said the Kago- 
shima case was unprecedented. 
Its action plan was not a res- 
cue but a support measure. 
Norinchukin said rising inter- 
est rates pot extra pressure on 
bank managers to perform 
welL 

The farmers' co-operative 
movement is in the throes of a 
long-running rationalisation, 
designed to make the co-opera- 
tives more efficient They have 
to adjust to financial deregula- 
tion. which is exposing them to 
increased competition from big 
banks and others. The total 
number of co-operatives fell by 
211 to 3.696 in the year to 


March, mainly through merg- 
ers. It Is planned to decline fur- 
ther to about 1,000 early next 
century. 

Shmkin co-operative banks 
face similar pressures from 
financial deregulation. The 
support fund which the move- 
ment wants to expand pays out 
low-interest loans to members 
which are in financial trouble. 

(toman has more than dou- 
bted its bank borrowings In the 


last five years to Yl,095bn at 
the end of March 1990 and 
invested much of the funds in 
property. Nikkei Shimbun. 
Japan's business daily, esti- 
mated its property loans would 
stand at Y850bnwhen it closed 
its books for a half-year report 
at the end of this month. 

I to man said yesterday it had 
no problem coping with higher 
interest rates. It said it was 
selling tend and cutting debt in 
order to comply with a guide- 
line set by the finance minis try 
this year intended to curb 
property-related borrowings. 
According to this guideline, 
banks are required to ensure 
that the growth rate of a client 
company’s property loans does 
not exceed the growth rate of 


Its total borrowings. 

Some Itoman executives 
believe the finance ministry 
wants to make a public exam- 
ple of their company. A minis- 
try official denied this, saying- 
that it was not the ministry* 
but Itoman’s bank whic h was 
responsible for putting the 
guidelines into effect. Sumi- 
tomo Bank, Itoman's main 
hnnir said it was co-operating 
in Itoman’s property disposal 
programme, ft was for Homan 
to say why it was selling prop- 
erty. said Sumitomo. 

Itoman, an old-established 
Osaka-based trading company 
specialising in tex tiles, had 
consolidated sales of YB77bu in 
the year to March and profits 
of YlSJJbn pre-tax. It belongs to 
a family of companies headed 
by Sumitomo Bank. . . 

The company's ratio _of - - 
equity to total assets stood at 
just 14 per cent at the end of 
March. But low ratios are nor- 
mal for Japanese trading Com- 
panies which use borrowings £ 
to fund their stock-in-trade. 

Moreover, Itoman’s ratio has 
actually improved during the 
time it expanded its borrow- 
ings - from under 7 per oent in 
1986. However, tile proportion 
of property loans has Increased 
greatly. It may find if difficult 
to sell property as prices are 
stagnating, and in some places 
deeming, following a period of 
soaring Increases. 


The total number of co-operatives fell by 211 to 
3,698 in the year to March, mainly through 
mergers. 


N Korea to receive mission from Tokyo 

By Stefan Wagstyf $ 


JAPAN'S ruling Liberal 
Democratic Party was due 
today to send a mission to 
North Korea, a move which 
could lead to a thaw in the 
ice-cold relations between the 
two countries. 

A significant improvement 
in ties would provide new evi- 
dence that, with the apparent 
aid of the Cold War. Pyong- 
yang is preparing to end its 
isolation from the non-commu- 
nist world. The Japanese mis- 
sion coincides with talks 
between North and South 
Korea over establishing nfflriat 
contacts for the first time dn«» 
the end of the Korean War. 

Previous attempts by Tokyo 
to establish an nfflrial dialogue 
were spurned by Pyongyang, 
which nevertheless retained an 
informal channel of communi- 
cation through regular visits 


from members of the opposi- 
tion Japan Socialist Party. 

The LDP delegation is being 
led by Mr Shin Kanemaru, a 
former deputy prime minister 
and one of the most powerful 
men in the party. Top of the 
agenda for his five-day visit is 
trying to secure the release of 
two Japanese seamen held 
prisoner in North Korea since 
1983, when they were seized 
after their ship had been used 
by a North Korean soldier to 
escape to Japan. Tokyo regards 
the seamen's release as a sine 
qua non of improved relations. 

Japan also hopes North 
Korea will agree to the setting 
up of non-government liaison 
offices in Tokyo and Pyong- 
yang as a first step towards the 
eventual establishment of foil 
diplomatic relations in a few 
years. 


North Korea has always 
rejected any suggestion of 
government-to-government 
contacts with Japan, as it does 
with any country which recog- 
nises South Korea. It has 
insisted that officials accompa- 
nying Mr Kanemaru are called 
“clerks''. 

However, diplomats in 
Tokyo believe North Korea Is 
becoming more flexible in 
response to South Korea's suc- 
cess in improving relations 
with both Peking mid Moscow, 
formerly Pyongyang's biggest 
backers. 

Diplomats believe Pyong- 
yang has hopes of eventually 
securing Japanese aid for its 
ailing economy. It ainn wants 
compensation for suffering 
inflicted by Japan during colo- 
nial rule. 

Japan will be anxious to 


avoid offending Seoul in any 
settlement of claims with 
Pyongyang. Aside from money, 
the wording of any apology 
would be a difficult matter. 

Whatever the outcome of Mr 
Kaneinaru’s visit, Japanese 
companies do not expect any 
immediate upswing in businsss 
with North Korea. Two-way 
trade totalled Y68£bn (2264m) 
lac* year — half the future for 
I960. Moreover, 80 per cent is 
estimated to be carried out 
under the auspices of the Asao- J 
elation of Korean Residents in 
Japan, a pro-Pyongyang organ- 
isation which oversees the ad- 
lection of large private dona- 
tions for North Korea. 

Japanese trading companies 
say that YSObn of unpaid trade 
debts would have to be repaid 
before normal trade could 
resume. 
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First, the investment. 

Over the years, Digital has 
developed one of the broadest 
ranges of UNIX based systems in 
the industry. Systems that are now 
more competitively priced than 
ever. Systems that have the highest 
level of compliance with widely- 
accepted UNIX standards, such as 
POSIX and the X Window System. 
In fact, Digital has consistendy 
taken a leading role in driving and 
complying with international stan- 
dards and an open application 
environment. 


The choice: a powerful range 
of systems. 

From our 10 MIPS workstation 
to our 62 MIPS multi-user com- 
puter, we offer a wide selection of 
systems that is continually expand- 
ing. And if you think the range 
looks impressive on paper, wait 
until you see it in action. Raw 
processing power is only part of 
the story, Careful balancing of all 
system components means greater 
performance in real-life applica- 
tions - just ask our customers! 


Digital's special strengths. 

When you invest in a rapidly 
evolving technology like UNIX, you 
need the support of a company with 
the agility, resources and ability to 
drive changes in technology, not 
just respond to them. Digital offers 
complete family compatibility, com- 
mitment to total integration, the 
support of over 15,000 sales and 
service people, and dedicated 
competence centres throughout 
Europe. 


More than 1000 applications! 

This list has grown at a pheno- 
menal rate. So fast, in fact, that it 
was out of date the day after we 
put it together. To ensure that it 
continues to grow, we are investing 
substantial resources in porting 
facilities and close relationships 
with leading application developers. 


Integration across multi-vendor 
environments. 

What about your existing 
investment in proprietary systems? 
Digital’s Network Application 
Support (NAS) is a set of software 
products for using and developing 
integrated applications running on 
different vendors’ systems. UNIX is 
a key part of this software archi- 
tecture, which offers you the best 
insurance for your investments in 
information technology. 

Don’t just take our word for it. 
Ask your other computer suppliers 


if they can match Digital s offering. 
Then take a look at the UNIX based 
systems, software and services 
which we can offer you today. 

more information on 
Digital's UNIX systems call your 
local Digital sales office. 

Digital 

Equipment 

Corporation 
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As long ago as 1970 Alcatel was commissioned to supply 

the world's first digital telephone exchange. 

Since that time we've met great challenges and solved 
more switching and transmission problems far oor customers 
than any of our competitors. 

Having installed a staggering 40 million public digital Irnes, 
bears testimony to this. And, we're currently adding to them 

to the tune of 9 million a year. 

With this kind of heritage there's no single product area or 

service we cannot handle. 


Serving customers in 110 countries around the world has 

given us unrivalled international experience. 

For example, from turnkey network projects in developing 

countries, to advanced private systems to increase efficiency 
in today’s hi-tech companies. 

And other advanced technologies such as' fibre optrcs, 
intelligent networks, cellular radio and packet switching. 

Our experience to date and our past ability to solve your 
needs position Alcatel perfectly for today's market needs. 
And the next ad. 


network systems 


Alcatel n.v., World Trade Center, 

Strawinskylaan 341, NL 1077 XX Amsterdamjhe Netherlands. 
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LEGAL COLUMN 


Giving advice direct to the public could cause loss of status 

Redefining the barrister’s role 


By Robert Rice, Legal Correspondent 


WHEN IS a barrister not a 
barrister? The answer ought to 
be straightforward enough. In 
reality, however, it has become 
increasingly diffic ult to draw a 
line between the rights and 
professional obligations of bar- 
risters employed in commerce 
and industry and those of inde- 
pendent barristers practising 
at the Bar. 

The Bar Council was faced 
with the embarrassing pros- 
pect of having to disbar hun- 
dreds of barristers who are 
now working for solicitors and 
accountancy firms and offering 
advice directly to their employ- 
ers’ clients so it set up a work- 
ing party under Mr Justice 
Mummery. 

The purpose of the working 
party was to examine the pres- 
ent status of employed barris- 
ters and their relationship with 
barristers In Independent prac- 
tice and make recommenda- 
tions for change. 

The Mummery Report, pub- 
lished last week, tackled the 
problem by dividing barristers 
into three broad categories 
with different rights and obli- 
gations: barristers in Indepen- 
dent practice; employed banis- 
ters; and non-practising 
banisters in employment 

The report also reaffirmed 
that practising barristers must 
not provide Legal services 
direct to the public. 

In the short term It will save 
the Bar Co uncil from haring to 
disbar as many as 600 or 700 
barristers. 

However .set against the cur- 
rent background of deregula- 
tion of the profession and the 
sweeping away of restrictive 
practices, in the longer term 
the report's recommendations 
may not go far enough towards 
meeting the aspirations of 
those barristers who do not 
practise independently at the 
Bar but who wish to be free to 
exercise in whatever way they 
choose. 

The central question facing 
the Mummery working party 
was to what extent the current 
restrictions on employed bar- 
risters’ rights can be justified. 
These limits are on rights of 
audience; rights to conduct liti- 
gation; rights to instruct bar- 
risters in independent practice; 
and rights to supply any other 
legal services. 

There was also the issue of 
whether barristers should be 
allowed to enter Into multi-dis- 


ciplinary partnerships with 
other professionals, and 
whether employed barristers 
should be allowed to supply 
legal services to their employ- 
ers’ clients. 

The working party also had 
to consider whether the cur- 
rent restrictions and any pro- 
posals it made for change were 
valid and enforceable in law. 
Even if they were, the working 
party bad to consider the Gov- 
ernment’s policy commitment 
towards eliminating restrictive 
trade practices, even within 
the professions, which it out- 
lined in a white paper pub- 
lished last year. 

Although the Bar’s code of 
conduct provides different 
rules for practising barristers 
and employed barristers, some 
aspects of it apply to both cate- 
gories, in particular the 
requirement that barristers 
should not provide legal ser- 
vices direct to the public. 

If they act 
outside the rules 
they risk being 
disbarred 


In the case of employed bar- 
risters this has in the past had 
the effect of limiting the work 
they can do in advising their 
employers. 

Recently, what the Bar 
describes as a “small but 
increasing number” of barris- 
ters have been committing a 
disciplinary offence for which 
they can be disbarred by pro- 
viding legal services direct to 
the public. 

Most of the offenders are 
barristers working for profes- 
sional firms of accountants, 
surveyors and foreign lawyers 
practising in the UK. 

Barristers employed by 
accountants are the worst 
offenders. 

The Mummery Report notes 
that it is often said to be diffi- 
cult and artificial to draw a 
line between employed barris- 
ters providing advice to their 
employers and providing 
advice to the employers’ cli- 
ents. 

But in practice, it says, no 
real difficulty exists. 

One large firm of City 
accountants told the working 


party that they employed bar- 
risters to give tax advice to 
their clients mid for no other 
purpose. 

Barristers providing advice 
to their employers' clients 
have three options under the 
existing rules. 

They can either stop provid- 
ing legal services to their 
employers’ clients; cease to be 
employed by the firm and com- 
ply with the rules applicable to 
barristers in independent prac- 
tice; or cease to be a barrister 
altogether, get themselves vol- 
untarily disbarred and become 
a legal consultant to their 
employer. 

If they continue to act out- 
side the rules they risk being 
disbarred against thazr wishes. 

The Mummery solution to 
balancing the different 
of independent prac- 
tising barristers and employed 
barristers is to allow the mini- 
mum relaxation in the restric- 
tions governing employed bar- 
risters which it thinks it can 
get away. 

This will have to be done 
without falling foul of either 
the new professional regime 
which will be ushered in by 
tile Courts and Legal Services 
Bill or the Government’s 
restrictive trade practices pol- 
icy. 

Thus the existing prohibition 
in the Bar’s code of conduct on 
barristers altering into multi- 
disciplinary partnerships is to 
be retained. 

The Mummery Report 
argues along the Bar's official 
line that the public interest in 
maintaining the ban far out- 
weighs any competing private 
or public interest in lifting it. 

The Bar will thus retain its 
han on multi-disciplinary part- 
nerships at a time when the 
solicitors’ profession has just 
been served with notice by Sir 
Gordon Borrie, Director-Gen- 
eral of Fair Trading, that he is 
not prepared to allow the Law 
Society to keep its ban on such 
partnerships for its members. 

The Mummery Report also 
recommends that there should 
be no extension to the rights of 
audience of employed barris- 
ters. 

To allow employed barristers 
to provide advocacy services to 
anyone other than their 
employers would permit barris- 
ters to provide advocacy ser- 
vices to the public generally, 
without being self-employed. 


sole practitioners or consul- 
tants. 

Indeed, the report says there 
is a risk that the extension of 
rights of audience of employed 
barristers would be detrimen- 
tal to the quality and cost of 
the service to the public; on 
the degree of client choice; and 
on the proper and efficient 
administration of justice. 

During the passage of the 
Courts and Legal Services Bill, 
the Bar used the same argu- 
ments against giving solicitors 
extended rights of audience in 
the higher courts. This recom- 
mendation is less likely to be 
acceptable to the Government 
because it will prevent all 
employed barristers in the 
Crown Prosecution Service 
from gaining rights of andience 
in Crown Court trials. It would 
also result in the ridiculous sit- 
uation of employed barristers 
having more restricted rights 
to appear as advocates than 
many solicitors. 

Having ensured as best it 
can the protection of the prac- 
tising Bar’s position, the mum- 
mery working party turned its 
attention to ways of extricating 
the Bar Council from having to 
disbar employed barristers 
who offer advice directly or 
indirectly to their employer's 
clients. 

Thus it created three catego- 
ries of barristers: 

• Independent practising bar- 
risters will continue to receive 
instructions only from solici- 
tors and other professionals. 

• Employed banisters will be 
able to receive instructions 
from their employers but not 
from their employers’ clients. 

• Only non-practising barris- 
ters in employment will be 
able to provide legal services to 
their employers’ clients but 
only if they do not hold them- 
selves out as practising barris- 
ters. 

This looks like little more 
than a device. The Bar will not 
be faced with disbarring those 
employed barristers who give 
advice directly to their employ- 
os’ clients if they place them- 
selves in the third category. In 
other words, provided they no 
longer regard themselves as 
barristers, it will not be neces- 
sary to disbar them. 

It remains to be seen 
whether the Mummery Report 
will satisfy either the employed 
barristers concerned or the 
Government. 
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is pulled together by Ameritech, 




One region of (be country is borne io (be top three automakers. The top two retailers Over 6,000 financial institutions. 
The nation’s busiest airport. And 15 million voice and data lines 
One region has more newspapers, more computer sites and more Fortune 500 companies 
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Daring its first six years, Ameritech led all other regional bolding companies in return-uveqtiity, 
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call Brussels, Belgium (322) 512-0040 for our Annual Report. Or write DirectoHmcstor Relations, 
Ameritech, 30 S. Yfacker Dr.. R3500, Chicago JL 60606, USA, or call OSA 312/75(^5353. 




UK NEWS 


Confidence about demand 
volumes lowest since 1982 


By Peter Marsh, Economics Staff 


CONFIDENCE among UK 
manufacturing companies 
about the volume of demand in 
the British economy is at its 
lowest level far eight years, a 
survey by the Confederation of 
British Industry (GBI) shows. 

The CBFs a udit of treads in 
manufacturing industry, pub- 
lished today, provides some of 
the strongest evidence yet of 
the depth of the slowdown hi 
the UK economy. 

Mr John Ban bam, director 
general of the CHI, said yester- 
day on BBC Radio’s The World 
Tins Weekend that Mr John 
Major, the Chancellor, should 
cut interest rates soon to limit 
the damage inflicted on man- 
ufacturing businesses. “We 
have to ensure that the reces- 
sion is not any deeper than It 
needs to be,” he said. 

In the part few weeks, Brit- 
ish industry has shown 
Increasing signs of ebbing con- 
fidence and lower profits. At 
the same time, unemployment 
Is climbing. 

Mr David Wigglesworth, 
chairman of the CBI’s eco- 


nomic situation committee, 
said be recognised the need far 
high interest rates to squeeze 
demand and reduce Britain’s 
inflation rate, which is running 
at 10.6 per cent a year. “But 
this survey confirms that 
demand is weakening rapidly 
and that high interest rates 
have done their job,” he said. 

The CBI survey - which 
shows that nearly one in three 
manufacturers expect overall 
output levels to fall over the 
next four months - comes at 
the start of what could be a 
difficult week for the Govern- 
ment Today it is expected to 
announce a current-account 
deficit for August of about 
£1.5bn, which, would put 
Britain on course for an overall 
current-account deficit for 
1990-91 of nearly £2Qbn. 

The pound may also come 
under new pressure on foreign- 
ex change markets. Last week, 
speculation about the timing of 
the UK’s entry into the 
exchange rate mechanism of 
tbe European Monetary Sys- 
tem, combined with nervous- 


ness about the UK economy, 
prompted a slide in sterling. 

Today’s CBI survey is based 
on information collected over 
the past month from 1,405 com- 
panies. Together these account 
far about half the jobs in the 
UK manufacturing sector. 

Thirty per cent at the compa- 
nies said their output would 
fall in tiie next four months, 
compared with the 20 per cent 
that thought it would increase. 
The negative balance of 10 per 
cent compares with a negative 
balance of 3 per cent in the 
CBTs August survey and with 
small positive balances for 
most of this year and 1989. 

The last time UK industrial- 
ists had such a gloomy view of 
future demand levels, as mea- 
sured by CBI surveys, was in 
December 1982. 

The survey also reports 
deteriorating order books and 
reduced expectations of price 
increases. Forty nice per cent 
of companies reported total 
order books to be below nor- 
mal, with only 10 per cent say- 
ing they were above normal 


Pay rises of over 10% 
seen likely in autumn 


By John Gapper, Labour Editor 


PRESSURE from workers and 
unions for pay Increases of 10 
per cent or more will rise this 
autumn as the economy hovers 
between stagflation and reces- 
sion, according to a study of 
pay bargaining prospects pub- 
lished yesterday. 

The pay research group 
Incomes Data Services sug- 
gests that deals already agreed 
above 10 per cent for this year 
and the early half of 1991 will 
go some way towards under- 
mining an “unstated 10 per 
cent barrier” this summer. 

IDS says that downward and 
upward pressures on pay may 
start to exist alongside each 
other, with settlements rising 
at the samp time as unemploy- 
ment increases and with a 
return to short-time working. 

The car industry pay round 
in the next two months is 
likely to reinforce a 10 per cent 
target despite warnings from 
Mr Michael Howard, Employ- 
ment Secretary, and other min- 


isters that rises should be off- 
set by productivity increases. 

IDS says there has been a 
stronger consistency of pay 
rises above tbe “going range" 
in various industrial sectors 
than had been expected. The 
labour market has left compa- 
nies little alternative but to 
match others. 

It says comparability pres- 
sures are likely to be especially 
severe in the car industry, con- 
struction and in retail Deals in 
the sectors will fall between 
now and next spring against a 
background of high inflatio n. 

Inflation at a higher level 
than forecast has already trig- 
gered a rise of 124 per cent at 
VauxhaU and is likely to give 
32,000 Ford workers rises of 
about 12.5 per cent. 

ITALICS: Pay Prospects 
1990-91; IDS Report 577; IDS, 
193 St John Street, London 
EClV 4LS; By subscription. 

SINS6; Line PCDIRECT01 
From Story ’#115681’. Job 422. 


Construction 
union plans 
job agency 

By Diane Summers, 

Labour Staff 

PLANS FOR a nationwide 
construction employment 
agency intended to lift training 
standards, overhaul pay struc- 
tures and generate £lm-a-year 
for the building union Ucatt, 
have been approved In princi- 
ple by the union’s executive. 

A document detailing the 
proposals argues that revenue 
from the agency would enable 
the union to resist merger. At 
the same time, £3m-a-year after 
three years would be made 
available from the project to 
continue the work of the pri- 
vately-run training group, the 
Builders Training Association. 

BTA currently relies on 
diminishing government fund-. 
mg and grants from the Con- 
struction Industry Tra ining 
Board. The future of CITB 
itself is uncertain, and BTA 
therefore, is seeking alterna- 
tive sources of cash to ftmd its 
activities. 


Illegal wage 
payments 


rwiK:r>?-? 


says 


By Lisa Wood, LabotirSI&fip 

ILLEGAL underpayment 
wages is widespread in -thar 
UK, according to a report ptdb- _ 
lisbed jointly today by 
Low Pay Unit and thfi Nafiousl - 
Union of Civil and PnHfc S^ 
vants. 

The report says ti fat Sp pCT- 
cent of employers vfettedrSst 
year by wages inspectors; -^ 
who police wages comiefis 
which set minimum pay rates 
for about 2.5tn workers vr 
were underpaying workers. - 
Some employees were -being - 1 
paid as little as El-mriumrr - - 

It also cites cuts in the num- 
ber of wages Inspectors; as - 
making it more difficult, for - 
them to use their. wideTiang^- 
of powers to protect wages 
council workers. Since 1979 
the inspectorate has been cat' 
by 60 per cent - a loss of Ktt 

Inspectors. 

The Government considered 
abolishing wages councils; 
plan which was shelved earlier " 
this year. . “ 

The report said the Govern- . 
ment had now set about ten- 
dering the wages councils inef- 
fective by cutting the number 
of inspectors. 

Visits by the wages inspec - 
torate revealed "widespread 
flouting" of the the law,- said _ 
the report, including: : 

• Forty six per cent of compa- 
nies failed to post 19 wages 
councils notices. 

• More than one third of cum* . 
parties visited were failing to 
keep adequate records of 
hours worked by staff. ' 

Mr Chris. Pond, director of 
the Low Pay Unit, said that 
prosecution of offenders- was 
being hampered by a lack of 
resources at tbe Inspectorate 
coupled with a lack of support 
from the Department, of 
Employment, which hair 
responsibility for the inspec- 

torate. 

Last year of the 5,528 com-., 
panics caught illegally under- 
paying only eight were prose- 
cuted. 7 . 1 

The report recommends sev- 
eral areas for immediate - 
action including a public infor- 
mation campaign on wages, 
councils and more wages coun- 
cils. 

Crime Without Punishment . . 
from Low Pay Unit, 9 Upper 
Berkeley Street, London WL 


CONSTRUCTION CONTRACTS 


Holiday resort in China 


HOPEWELL COSTAIN, 50 per 
cent owned by Costain Group, 
has signed a management con- 
tract to build, for Wealth Earth 
Development, an international 
holiday resort in the Zhuhai 
special economic zone of the 
People’s Republic of China. 

The resort, valued at 
HKSlbn (£67.6m), will be 
located to the east of Zhuhai 
along the coast of Sha King 
and Tong Ka. Construction of 
this 437,000 sq metre project 


will begin this month and win 
progress in two stages with 
recreational facilities being 
completed by June 1991 and 
the remainder to be completed 
by June 1992. 

Developed on the basis of a 
time-share operation, the 
resort will have 520 detached 
bungalows, 326 semi-detached 
houses and several low rise 
hotels providing L.4J2 rooms. 
Recreational facilities will 
include a full range of sports 


activities, a waterworld and a 
yacht club. Adjacent to the 
resort is an international golf 
course, amusement park and 
beach. 

"Sung City” win be a feature 
inside the resort with restau- 
rants and inns constructed in 
the style of the Sung dynasty. 
Historically . Zhuhai was 
famous as a garden city and 
tbe resort will be designed as a 
garden blending traditional 
and modern styles. 


Sterling Hotel development in Derby 


L & M Project Management 
(part of London A Metropoli- 
tan) has appointed WILLETS 
as main contractors for BAA’s 
new Sterling Hotel at Market 
Place, in the centre of Derby. 
The construction value of the 
contract will be 217.3m. 

It will be the first Sterling 
Hotel to be built In the UK at a 
non-airport location by BAA 
Hotels. 

The 255 bedroom hotel, on 
seven floors, will have a gross 
floor area of 14,900 sq metres 
(about 160,000 sq ft). A 70 sea- 


ter restaurant, 120 seat brasse- 
rie and two bars will be pro- 
vided, together with a large 
function room and seven 
smaller meeting rooms. A con- 
ference/business centre will 
offer residents and guests 
extensive secretarial and busi- 
ness support services. 

A special feature will be a 
600 sq metre leisure and health 
club facility, on two floors, 
which will include a swimming 
pool, jacuzzi, gymnasium, 
sauna and steam room. Exter- 
nally, the hotel will be con- 


structed in traditional stele, 
with pitched roofs, and will be 
clad In red brickwork. 

L & M Project Management 
was appointed to manage the 
contract on behalf of BAA 
Hotels in June 1989. Since then 
LMPM’s team of designers has 
worked up a detailed specifica- 
tion for the development, and 
has been actively involved at 
every stage of the tender pro- 
cess. WIEets will start on site 
within a few weeks, and tbe 
hotel will open in summer 
1992. 


Newcastle Business Park office project 


SHEPHERD CONSTRUCTION 
has secured an £8£m contract 
to build the AA Insurance Ser- 
vices office development on 
Newcastle Business Park, New- 
castle upon Tyne. 

Shepherd's north east office 
is c arr ying out the project for 
developer Dysart Develop- 
ments (Tyne and Wear). When 


the project is completed, tbe 
contract will provide 114.000 
nett lettable sq ft of high qual- 
ity offices for the Automobile 
Association's insurance ser- 
vices operations, together with 
extensive car parking. 

The design incorporates steel 
frame construction with facing 
brickwork and simulated slate 


pitched roofs. Air-conditioning 
and raised computer flooring 
are also included in the high 
grade specifications. Comple- 
tion is scheduled for July 1991. 

Newcastle Business Park is a 
joint venture between Dysart 
Developments (Tyne & Wear) 
and Tyne & Wear Development 
Corporation. 


£17m orders for Wates Construction 


WATES CONSTRUCTION 
(LONDON) has secured orders 
valued in excess of 217m. In 
the City, at 64-66 Cheapside 
and No. 1 Crown Court ECZ, 
Wates has secured a £10m plus 
contract from Sun Alliance 
Group Pr o p e rties to construct 


an office development on eight 
floors behind the retained 
Cheapside facade. 

Grosvenor Square Properties 
has awarded the company a 
contract, valued at £3m, to con- 
struct a seven-storey building 
containing offices, retail units 


and residential accommodation 
at 406-408 Strand, London WC2. 

A 1 1-6 Barge House Street 
SE1, Wates has started work 
on a scheme to provide six 
three and four-storey office 
units worth around £4m for 
Aquls Estates. 


IN BRIEF.... 

TAYLOR WOODROW DESIGN 
BUILD has been awarded a 
£iam contract by Heathrow 
Airport to undertake a major 
extension to terminal four. 
This will house 20 new British 
Airways check-in desks as well 
as additional office space. 
Work will range from service 
diversions and foundations to 
internal finishings. Completion 
is scheduled for next summer. 
★ * * 

Office and industrial develop- 
ments are included In Siafim 
worth of contracts awarded to 
SDC CONSTRUCTION GROUP, 
Bedford. Ironcliffe Estates la 
extending and refurbishing its 
business park at Wimbledon 
(£4.lm) and Austin Rover Is 
spending £2.3m to provide a 
parts receiving centre at Long- 
bridge. Orders include offices 
for Mid Beds District Council 
(£2.lm) and the Trencherwood 
Group at Tottenham (film), a 
mix of office and industrial for 
Prostar UK at Hltchin (22.1m) 
and A.J. Mucklow at Bedford 
(fil.Sm) and a warehouse for 
Weetabix at Kettering (£1.4m). 
★ * * 

HIGGS AND HILL MIDLANDS 
has a management contract 
worth £4.5m for a six-storey 
hotel in Birmingham for 
Arcade (Midlands) Properties, 
part of the Pullman Interna- 
tional Hotels Group. The proj- 
ect will provide 151 bedrooms 
together with shop units. 

★ * * 

WAKINGS CONTRACTORS, 
Portsmouth, has started work 
on three contracts totalling 
27m. 

Pharmaceutical manufac- 
turer John Wyeth is replacing 
a facility at Havant with a 
24,000 sq ft laboratory to pro- 
vide quality control and assur- 
ance facilities. Completion is 
scheduled for May 1991. 

In Guildford, the company 
has a contract, worth £2. 9m, 
for 10 light industrial units 
totalling 80.000 sq ft for Ener- 
gyhold. 

* it it 

R MANSELL has been awarded 
a £3.2m contract by Vestey 
Estates for construction of an 
office block in St John’s Lane, 
London ECl. 


Office buildings in Milton Keynes 


Building contracts worth 
around £l2m were awarded to 
six of tbe WILLMOTT DIXON 
companies last month. 

The largest, valued at 
around £5m, has been awarded 
to Willmott Dixon Design & 
Build for the design and con- 
struction of two office build- 
ings in Milton Keynes. The 
contract is being carried out 
for the Linford, wood Develop- 


has 


ments company. 

Willmott Dixon Hoi 

started work on a ?7’>rp 

opment of houses and flats , for 
Netting Hill Commercial prop- 
erties, in Hendon. 

A £2m contract for a further 
19 office units at ChUtern Com- 
merce Centre in Ghes ham has 
been awarded to Willmott 
Dixon Chflterns by Shotmit. 

Willmott Dixon Midlands has 


been awarded a £1 An contract 
to build a meat production unit 
for Meadow Farm (UK) at 
Osmastpn Park industrial 
estate, Derby. 

Another £lAn contract, has 
been awarded to Willmott 
Dixon London. It involves a 
major refurbishment of two 
floors of Empire House in St 
Martms-Le-Grand. ECI for St 
Martins Property Investment 
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Meeting four network systems challenges, 
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Today, Alcatel is ^questionably the world leade. m 

Integrated Services Dgital Networks. 

Whilst other companies are content to talk up the beehts 
of ISDN, Alcatel beieves actions speak louder than >ords. 

ISDN is a reality. We are already installing exchange an 
transmission equipnen. around the world - even as we,peak. 
In fad, nobody has done more in this field of tediology. 

Internationally and across more produd markets. 

17 countries by the end of this year, mdudrg the 


much publicised linking of Europe. In this year alone, an j 
additional 672 Alcatel digital exchanges are being enhanced j 

with ISDN functionality. 

Whatever your problem, whatever your country, Alcatel ■ 
Network Systems, based on advanced digital switching and 
fibre optic transmission, can offer the perfect solution. 

And always tailored to your individual needs. 

So you see, solving today’s problems is no problem at all. j 

For tomorrow’s, read on. 


NETWORK SYSTEMS 


Alcatel n.v.. World Trade Center, 

Strawi*yl a °" 341, NL 1077 XX Amsterdam, The Netherlands. 
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Serious Fraud Office head 
refutes criticism of courts 

By Robert Rice, Legal Correspondent 

THE GUINNESS trial has 
demonstrated that the UK now 
has an effective system for 
tackling serious fraud, the new 
director of the Serious Fraud 
Office claimed yesterday. 

Speaking at the Bar Confer- 
ence in London, Mrs Barbara 
Mills QC, who was a member 
of the Guinness prosecution 
team before her appointment 
as SFO director, said the criti- 
cism levelled at the legal sys- 
tem by the RoskiU fraud trials 
committee had been answered. 

She reported that in the 3'/« 
years since the SFO was set up 
it had prosecuted 39 cases 
involving 81 defendants. Fifty- 
nine had been convicted. 

The sums involved in these 
trials totalled £200 m. The total 
“sums at risk" in cases under 
investigation or awaiting trial 
was £1.16bn. 

“It can no longer be said that 
the legal system cannot cope 
with prosecuting serious 
frauds effectively and effi- 
ciently," she said. 

Much of the SFO's work was 
highly international, she 
added. Continued success in 
tackling serious fraud was 
dependent on international 
co-operation and reciprocity. 

The UK had given new powers 
to the Trade and Industry Sec- 
retary under the 1989 Compa- 
nies Act to help overseas regu- 
latory authorities in their 
investigations. 

The Criminal Justice (Inter- 



Barbara Mills: SFO’s battle against fraud is vital 


national Co-operation) Act 
1990, which comes into Force in 
December, will also give the 
SFO far-reaching powers to 
assist other countries, even 
where criminal proceedings 
have not been started, she said. 

The SFO will be able to ask 
for a court to be nominated to 
gather evidence requested by a 
foreign state. It will also be 
able to transfer prisoners 
abroad to give evidence, and to 


search and seize material at 
the request of another country. 

The fight against fraud was 
vital as fraudulent conduct 
struck at the root of commer- 
cial practice and at the trust 
which people put in the integ- 
rity of markets and financial 
institutions, Mrs Mills said. 

She hoped the effective pros- 
ecution of fraud by the SFO 
would be a powerful deterrent 
to further whiteooUar crime. 


Bar chief urges greater access to justice 

By Robert Rice 


THE Government’s reforms of 
the legal profession had been a 
great diversion from the key 
issue of improving access to 
justice, Mr Peter Cresswell, 
chairman of the Bar. said yes- 
terday. 

Improved access to justice 
would come only by extending 
legal aid to cover more people, 
he said. 

At the moment there was a 
large section of the community 
which could not afford to go to 
the law because it fell outside 
the eligibility limits for legal 
aid. 

Lord Mackay, the Lord Chan- 
cellor, was genuinely con- 
cerned about access to justice. 
Mr Cresswell said. The prob- 


lem was that the Treasury 
wanted to put a cap on legal 
aid. 

Mr Cresswell was responding 
to hints by Lord Mackay at the 
Bar Conference that the Gov- 
ernment might have to con- 
sider a cut in the legal aid bud- 
get unless the profession took 
steps to curb legal aid costs. 

The Lord Chancellor said 
that legal aid spending could 
not continue to rise at its pres- 
ent rate. Gross expenditure on 
legal aid had doubled over the 
last five years to £715m, an 
increase which outstripped 
inflation and was proportion- 
ately greater than the increase 
in public expenditure on health 
and social security. 


“Justice is priceless, but it 
must not be too pricey if it is 
to be accessible. To be accessi- 
ble it must be affordable to the 
individual both as a taxpayer 
and litigant," Lord Mackay 
said. 

“Resources are finite; and 
legal aid is not and cannot be 
an unconditional blank cheque 
from the taxpayer.” 

The Lord Chancellor made it 
clear he was not saying there 
would be cuts nor was he 
promising there would be no 
cuts. However, huge additional 
sums for legal aid were 
unlikely in the future. Justice 
had to be achieved within real- 
istic parameters. 

Legal Column, Page 14 


By James Buxton, Scottish Corresponder 


THE SCOTTISH National Party- 
will step up its campaign to 
lure voters away from Labour 
in its heartland in the central 
belt of Scotland after the deci- 
sive victory at the weekend of 
Mr Alex Salmond in the elec- 
tion for the leadership of the 
SNP. 

Mr Salmond, MP for Banff 
and Buchan, told the party’s 
conference in Perth that be 
was a left-wing socialist 

He said: “Labour may win 
the yuppie votes in the south 



Spending by 
executives 
shows 
increa; 

By David Churchill 

Leisure Industries' 

Correspondent 

EXECUTIVE spen^ng 
hotels, restaurants j 
is running sharply 
last year in spite < 
ting pressures on 
expenditure, accordin&o 
ures released yeste 
American Express. 

The company s 
spending by its 200, 1 
rate cardholding mem 
charge cards issued by 
nies for business tra 
entertaining expenses 
running 24 per cent 
than last year. 

“While consumer s 
may be down, expense 
business is booming, 

David Comthwaite, a 
ident of American Exp: 

London, yesterday. 

The American 
ures show that the 
travel sectors are _ 
buoyant for the sort of 
ing normally associated 
corporate cardholders. 

British companies are 
mated to spend more 
£20bn a year on business tra 
and entertaining. 

The business travel 
from American Express 
help investor confidence 
hotels and related trav 
stocks. There had been 
that the onset of recession 
the UK would dampen busines 
travel expenditure. 

“There Is no doubt thatltai and revolutionary changes 
increasing costs and falling society. 



SNP to lure votes from Labour 


of England; 
win the ba 
and minds of 
pie.” 

Mr Salts o 
defeated Mrs 
the MP for Mo: 
the party's sa! 
ship, by 486 vo 

Mr Salmond' 
Mrs Ewing is 
many of the co 
senior members 
who were cons' 
that much of the 


are going to port is in north-east Scotland, 
or the hearts where Labour is generally 
Scottish peo- weak. 

It was also a setback for Mr 
who is 35, Jim Sillars, MP for Glasgow 
t Ewing, Go van, whose associates, also 
his rival for on the left wing, were 
1 convener- defeated in the election for 
o 186. party prats, 

ctory over The leadership election was 
verse for caused by Mr Gordon Wilson's 
minded retirement from the post after 
the SNP, 11 years, 
the foot Mr Salmond was an econo- 
s sup- mist with The Royal Bank of 


Scotland before becoming an 
MP. - 

The SNP. which has 22 : per r > 
cent support in the opinion; 
polls, needs to win the Votes pT. 
Labour supporters in. the cen- 
tal befr of Scotland if it 

more parliamentary seats 

the four it already holds. 

The first big test of Mr SaP 
mond’s leadership will come at 
the forthcoming by-election la-, 
paisley North, caused by the 
desih this month of the Labour. 
MP, Mr AGea Adams. 


Green membership divided on 
party’s long-termhbjectives 


By Ralph Afldns 

THE GREEN Party conference 
in Wolverhampton yesterday 
unanimously passed a motion 
saying a war in the Gulf would 
be “brutal, bloody and counter- 
productive." 

It postponed taking a deci- 
sion on whether western 
troops should be withdrawn, 
pending a full emergency 
debate tomorrow. 

While an opinion poll in the 
Observer put support for the 
Greens at just 3 per cent, party 
members remained divided on 
streamlining the organisation. 

The “Green 200Q" lobby, 
which says the party must aim 
for government by early in the 
21st century, faces a tough 
challenge to persuade members 
away from concentrating on 
local campaigns for fundamen- 


THE GREEN PARTY si that 
a survey of 221 ntish 
beaches which it pushed 
yesterday showed that\ v en 
some of the country’sWst 
beaches failed fo meetU a | 
standards on cleanllnea^ it 
said most fell short owe 
standards, and alleged Vat 
there was a conspiracy 
between the Government, 1 
National Rivers Authority 
other public bodies to igni 
and break the law. 


Idee and Jean Lambert - have 
all backed the Green 2000 lobby 
which describes “the uninhi- 
bited right to do our own 
thing , regardless of the politi- 
cal consequences," as a 
“self-indulgence we cannot 
afford." 

Opening the Gulf debate, Mr 
Malign Baker, party speaker on 
defence, said the Greens 
opposed President Saddam 
Hnssein of Iraq but would 
never support a war in the 
region. 

He said: “Patriotism for us 
means reverence for all life 
and for the earth, and when 
our country and Government 
can say the same, then we will 
salute it" 

The party underlined its 


consumer spending are hitting 
businesses bard but the British 
business executive does not 
seem totally disheartened and 
has realistic expectations of 
what can be achieved." said Mr 
Comlhwaite- 

Amerlcan Express also pub- 
lished details yesterday of its 
latest survey of business confi- 
dence among companies in the 
service industries. The survey 
of over 800 companies in the 
travel, hotel, catering and 
retail sectors, was carried out 
in the week after the Iraqi 
invasion of Kuwait 

In the April to June quarter 
only one in every five reported 
turnover increases ahead of 
inflation- But 40 per cent of 
those surveyed were expecting 
a pick-up in business before 
the end of the year. 


“The job of a political party 


is to present a vision," said 
Penny Kemp, a prominei 
Green Party member and opj 
nent of Green 2000. 

Green 2000 shies away 
a single leader preferring 
“leadership team” to work \ commitment’ to decentralisa- 
within the political system. pan by voting overwhelmingly 

Three of the most prominent to set up a separate Green 
speakers - Sara Parkin, David Party in Scotland. 


tope for Exchange Traveltranchisees 


ly David Churchill, Leisure Industries Correspondent 


IE 64 Exchange Travel 
inchised outlets which freed 
tptcy following the col- 
I)se last week of the 
:hange Travel group were 
offered the opportu- 
to transfer their travel 
to CWS Travel, part 
ofhe Cooperative Wholesale 

sty. 

khange Travel was put in 
adlnistrative receivership 
lasWeek and was forced to 
i trading when the Assori- 
Jof British Travel Agents 
;w its membership. This 
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prevented it from selling holi- 
days offered by the leading 
tour operators. 

The joint administrators 
from the accountancy firm of 
Arthur Andersen were forced 
to shut the 65 company-owned 
shops, making 300 staff redun- 
dant, and recommended that 
the franchisees did the same. 

If the franchisees accept the 
deal made with CWS Travel, 
they would resume trading 
shortly under the Co-op Travel- 
care banner. 

Mr Alan Katz, one of the 


itors, said yes terday 
the agreement with CWS 
and other negotiations 
fh are still under way 
id mean that creditors 
ive substantially more 
jon liquidation - previ- 
", 25 per emit" 
lid talks were still going 
a buyer for the com- 
led travel shops and 
avel operations, 
^disappointing that one 
rap withdrew after 
ions were at a very 
stage." 


CGE seeks 
expansion 
in Britain 

By David Thomas, 
Resources Editor 

COMPAGNIE Generate des' 
Eanx (CGE), the French indus- 
trial group, has set up a com-_ 
pany to spearhead its energy 
interests in the UK. Energy . 
and Technical Services Group 
(ETS), will co-ordinate and 
seek to expand COE’S energy 
businesses in the UK. 

The eriatfrig interests are: . . 

• Associated Heat Services, 
which provides contract 
energy management services 
for industrial and commercial 
customers: 

• FarkerseU, which provides 
lighting management antf 
maintenance services; 

• Associated Electricity, 25 
per cent owned by Elecfriicitd 
de France (EdF), which , man- 
ages EdF’s exports of nuclear 
electricity to Britain; 

• Associated Gas Supplies, 45 
per cent owned by Elf Aqui- 
taine, which supplies gas to. 
the industrial gas market . 

Lord Ezra, former chief of 
the National Coal Board who 
will be chairman of KTS, said 
the aim was to co-ordinate “the 
activities of these companies 
and to expand them by acquisi- 
tion. and organically. “ 

• Lord Ezra foresees increas- 
ing opportunities for energy, 
distribution and management 
fffwnpmieg in the naffrly com- 
petitive UK energy market 

ETS, which will be wholly, 
owned by CGE, would have ini- 
tial turnover of £80m-£9Gm, - 
pariuiting the value of the EdF 
contract. Lord Ezra said. . 

Mr David Waterstone, former /. 
chief executive of the WDA, is 
to be chief executive of ETS- 
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Birrtgham - 2 4 3 October 

n. 1 . — j a y conference brings together a distinguished panel 
leaders who will share their views on coping with 
terns of pollution control. The panel will highlight how 
ies from different sectors are changing their practices, 
feature of the programme will be a review of the 
peal solutions and opportunities for cleaning up 
Speakers include: David Heathcoat-Amory MP. 
itary Under-Secretary of State. Department of the 
ienh Mr Thomas Orley, Vice President of 
Affairs at Dow Europe; Dr Wiliam L Wilkinson 
Chief Executive, British Nucleaur Fuels; Dr Hans 
tairman of the Executive Board. STEAG AG; Basil R 
Managing Director, The British Petroleum Company 
in Bowman CBE, Chief Executive, National Rivers 
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Madrid - 20 November 

The BnatLi Times fifth Business with Spain torum to be 
arranged^ association with Expansion will focus on 
developin&trategies for international competitiveness. A 
most distirwshed panel of speakers will review the economic 
climate in Bope. the changes taking place in Eastern Europe 
and analysihe impact of the slowing down of the Spanish 
economy. It challenges for Industry in the run up to the 
Introduction! the Single Market in Europe will be reviewed 
as well as ifet needs to be done to develop Internationally 
competitive 4arprtses and finance investment tor growth. 
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Minister of Industry and Energy and D. 
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Meeting your network systems <hallenges. 



Nobody but nobody con see into the future. 

But some of us will be better equipped to meet tomorrow. 

And tomorrow’s needs. 

At the cutting edge of the development of oil new 
communication technologies, Alcatel is perfectty placed to 
continue to solve all your network systems problems well 

"tr LlmX Alcatel leads the way in Broadband ISDN - 

based on Asynchronous Transfer Mode (ATM) - and 
Synchronous Digital Hierarchy transm,ss,on systems w ,c 


will make possible the dynamic new serv.ces of tomorrow. 

Already we offer initial broadband services to business 
communities through our Metropolitan Area Networks and 
we were the first to introduce, in the USA, the SONET 
products which will optimize the cost effectiveness, flexibility, 

and speed of networks. 

So partnered by Alcatel, you can be certain that 
whichever technology eventually predominates, together 

we’ll be master of it. 

For all your tomorrows. 


NETWORK SYSTEMS 


Alcatel n.v., World Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam.Ttie Netherlands. 
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Team to consider move into 
helicopter industry by BAe 

By Paul Betts, Air Correspondent, and David White, Defence Correspondent 


BRITISH Aerospace is setting 
up a confidential study group 
to examine possible entry into 
the helicopter business. 

Mr Dick Evans, BAe's chief 
executive, said it was consider- 
ing opportunities for building 
np a presence in the helicopter 
industry, in which Westland is 
the only British manufacturer. 

The study group will be 
headed by Mr John Weston, 
managing director of BAe's 
military aircraft division. 

BAe is already bidding, with 
the General Electric Company 
of the UK, for a Ministry of 
Defence contract to take over- 
all responsibility for the 
troubled EH101 naval and 
transport helicopter project 

The EH 101 airframe is being 
developed jointly by Westland 
and the Italian company 
Agusta. 

Westland is making a 
counter-bid for the overall con- 
tract, which includes integra- 
tion of electronics and weapon 
systems, in a team with IBM, 
the US computer group. 

BAe is also prime contractor 
for UK arms sales to Saudi 
Arabia, which are expected to 
include up to 88 Black Hawk 
tactical helicopters made by 
Westland under license from 
its minority shareholder. Sik- 
orsky of the US. 

BAe's latest move is expec- 


ted to add further questions 
about the future of Westland, 
which is struggling through a 
temporary dearth of new heli- 
copter orders. 

Helicopters were left out of 
the original consolidation of 
the UK airframe industry 
around what became BAe in 
the 1960s and 1970s. Mr Evans 
believes that was a mistake. 

BAe is now alone among the 
leading western civil aerospace 
manufacturers without a heli- 
copter interest 

By contrast, helicopters have 
become the most profitable 
division at the French state- 
owned Aerospatiale, which is 
now merging its helicopter 
activities with those of West 
Germany’s Deutsche Aero- 
space group. Both Aerospatiale 
and Deutsche Aerospace are 
manoeuvring to try to lure 
Westland into the new group- 
ing. as well as Agusta. 

Abortive plans for a Euro- 
pean takeover of Westland pro- 
voked a UK Cabinet crisis in 
1986. Sikorsky subsequently 
took a minority interest in 
Westland. It now holds less 
than 8 per cent and GKN. the 
British engineering group, 
holds almost 22 per cent. 

Westland, which has sought 
to diversify into other aero- 
space fields, is seen to be vul- 
nerable in comparison with its 


Survey discloses shortage 
of computer specialists 


By Alan Cane 

UK COMPANIES are currently 
short of 19,300 professional 
computer specialists, about 21 
per cent of the total of 175,000 
computer experts working for 
British companies, according 
to the latest survey by the 
National Computing Centre 
(NCC), the organisation 
charged with developing 
Britain's commercial comput- 
ing potential. 

The survey covers only com- 
puter specialists working for 
users of computers; it does not 
take into account specialists 
working for software houses or 
computer manufacturers. 

A shortage of experienced 
programmers and systems ana- 


lysts has often been blamed for 
slow progress in developing 
advanced computer systems by 
UK companies. 

The NCC survey shows that 
the greatest shortage is of pro- 
grammers, software specialists 
who write computer code. 

Analyst programmers, who 
size up the information needs 
of a business and design an 
appropriate computer system, 
are almost as scarce. 

The NCC working group, 
chaired by Mr Fraser Mitchell, 
concludes employers will have 
to widen their target for poten- 
tial recruits and consider older 
people, women returning to a 
career and non-graduates. 


competitors. All its US and 
European rivals are considered 
to be better protected against 
cyclical problems because they 
either belong to a leading 
industrial group or are state- 
controlled. 

There has been speculation 
that BAe might be interested 
in bidding for Westland. But 
BAe has indicated that it 
might equally be able to 
develop ita own "in-house'’ 
expertise in helicopters. 

BAe's Interest is based on 
the importance it attaches to 
helicopter technology in the 
overall development of the 
aerospace sector, and expecta- 
tion of a revival, especially in 
the military helicopter market 
which dominates the industry. 

However, some top BAe 
executives believe it may be 
too late for the company to 
enter the field in competition 
with the four US manufactur- 
ers - Sikorsky. Bell. Me 
Donnell Douglas and Boeing. 
There is general consensus in 
the industry that there are 
already too many Western 
manufacturers. 

"With four in Europe and 
four in the US. it's already 
more than enough, and we're 
going to have to lose a few," 
one US industry executive 
commented during the recent 
Fambo rough air show. 


Study sees good 
future for 
independents 

By John Thornhill 

INDEPENDENT operators in 
the confectionery, tobacco and 
newsagent (CTN) market are 
likely to continue to dominate 
the sector in spite of the 
encroaching power of the mul- 
tiple chains, according to a 
new report by Verdict, the 
retail consultants. 

The report suggests that the 
independent operators, which 
account for 80 per cent of the 
£ilbn market, have the advan- 
tage of close relationships with 
their customers and dedicated 
owner/managers. 

Verdict on CTNs. Verdict 
Research, U2 High Holbom, 
London. WClV 6JS. Price £495 


Mr Gerald Kaufman (left) with the Labour candidate, Mr Eddie O'Hara Les Byrom, the Tory, backed on the platform by Mr Kenneth Baker (left) 

Labour in sight of victory without a fight 

Ian Hamilton Fazey profiles a safe Merseyside seat going to the polls on Thursday 


IT IS a moot point whether the 
Labour Party is doing any 
fighting to defend the Mersey- 
side parliamentary seat of 
Knowsley South, which goes to 
the polls on Thursday in the 
first of a series of by-elections 
this autumn. 

The urbane, multilingual Mr 
Eddie O'Hara is. quite reason- 
ably, expecting to win easily. 
So why break into an 
unseemly, image -rumpling 
sweat in the process of doing 
so? 

The contest Is such a mis- 
match that everyone involved 
seems to be merely going 
through the motions. Even the 
voters seem indifferent: it is 
hard to find a single front win- 
dow displaying a poster, so a 
casual visitor would not know 
that there was an election on 
at alL 

One reason that the seat is 
impregnable is the work done 
by Mr Sean Hughes, the 
Labour MP whose death from 
cancer at the age of 44 caused 
the by-election. In 19B7 he 
increased an already strong 
majority to 20346, winning 64.5 
per cent of the franchise. 

Mr Hughes was formerly a 
history teacher who used to 
delight in sending Merseyside's 
neo-Marxist left-wingers into 
paroxysms of rage by telling 
them that there was nothing 
inevitable about his- 
tory. 

Another reason Knowsley 
South is impregnable is that 
there was no left-wing Labour 


caucus there to bully Mr 
Hughes with the threat of dese- 
lection. 

The constituency, most of 
which was then known as Huy- 
ton, was held for 20 years by 
Mr Harold Wilson, who had 
able Labour moderates to 
guard his back while he was 
away being Prime Minister. 

When Militant emerged in 
Liverpool as Labour's national 
electoral albatross, and when 
the Merseyside party degener- 
ated into political sectarian- 
ism. Knowsley South was an 
oasis of moderation. So in 1986. 
when Mr Neil KinnocK and his 
newly-moderate national exec- 
utive committee decided to 
thwart Merseyside's left-wing 
activists by imposing a politi- 
cally safe candidate in a 
by-election in neighbouring 
Knowsley North, they found 
Mr George Howarth. from 
Knowsley South. 

On Friday, Mr Kinnock 
admitted that the contrast 
between the two by-elections 
itself symbolised how far the 
Labour Party’ has come in the 
last four years. 

Then, Mr Robert Kilroy-Silk. 
Knowsley North's sitting MP. 
had left for a career in televi- 
sion ahead of impending dese- 
lection by left-wingers who 
wanted one of their own in the 
seat. The by-election - and Mr 
Howarth's feat in winning it 
with a small number of 
imported helpers - was a turn- 
ing point in Mr Kmnock’s cam- 
paign to marginalise Labour's 


left wing. 

Mr Peter Kilfoyle - the offi- 
cial in charge of Labour's local 
purge of Militant and its fel- 
low-travellers - watched with 
vigilant satisfaction on Friday 
when Mr Kinnock and Mr 
O’Hara toured Huyton's sixth- 
form college. 

"Four years ago there would 
have been a mob of left-wing- 
ers demonstrating outside the 
gates as Neil arrived. The 
heart has gone out of them 
now. Their organisation is fold- 
ing," he said. 

Indeed. Mr O’Hara would not 
even have been nominated in 
most Merseyside constituen- 
cies just four years ago, in 
spite of his working-class cre- 
dentials. 

He may have been born in 
Bootle in 1937, the son of a 
horse-keeper in Liverpool 
docks, but he later read clas- 
sics at Magdalen College, 
Oxford. He is now principal 
lecturer in education at Liver- 
pool Polytechnic. 

He has been on Knowsley 
council for 15 years and has 
been chairman of Its education 
committee. His two main oppo- 
nents are also local councillors, 
but not in Knowsley, where 
Labour has all but three of the 
66 seats. 

Mrs Cathy Hancox, standing 
as a Liberal Democrat Against 
the Poll Tax, sits in Liverpool 
while Mr Les Byrom. the Con- 
servative, represents one of the 
comfortable upper middle-class 
suburbs of Southport on Sefton 


council 

If there is an issue in Knows- 
ley South, it is the question of 
who will come in second place. 
In the general election, it was 
the Conservatives, with 21.6 
per cent of the vote. Mrs Han- 
cox says that at the time as 
total no-hope rs the S DP- Alli- 
ance put up a “paper” candi- 
date only, whose resources ran 
to only one election leaflet 

Mr Paddy Ashdown, the Lib- 
eral Democrat leader, defended 
her "against the poll tax” addi- 
tion to the party name. He did 
not accept that this might lead 
to confusion over whether she 
or Mr Ian Smith, a maverick 
Liberal candidate, was the 
standard-bearer for his party. 

Compared with other by-elec- 
tions, the Liberal Democrat 
campaign has been muted and 
barely visible. The party has 
been caught on the hop by the 
by-election which clashed with 
its conference last week, 
severely inhibiting canvassing. 
Even Mrs Hancox went to the 
conference. 

By contrast, Mr Les Byrom, 
the Conservative, has been out 
on the doorstop every day. 
Ominously for his chances, 
however, people who last 
Wednesday said they would 
vote for him had not, by Fri- 
day, put up the posters he gave 
them. 

Mr Byrom. a cheerful char- 
tered surveyor, even wears a 
G annex topcoat, but since it is 
an olive green zip-up affair and 
looks nothing like the coats 


Harold Wilson made famous, it 
is doubtfhl whether this willin' 
fact' do him much good. 

He might have had a chance 
in 1932, when the constituency 
was a collectkm of! rural vil- 
lages such as Huyton-wlth- 
Roby, Whiston and Hale wood. 
Bui that was the year when 
the then Earl df Derby told 
nearly 2,000 acres of land to 
Liverpool City .Council for 
overspill housing. 

The result is that there is 
little bucolic bliss in Knowsley 
South today, in spite of there 
still being many acres of work- 
ing far mlan d 

Halewood Is dominated by 
the Ford car plant, but most 
people work outside the con- 
stituency. Unemployment is 
twice the national average, 
with the male jobless rate 
about 17 per cent and two- 
thirds of jobless people under ' 
35. 

Mr O'Hara should be makieg 
a triumphal appearance at the 
Labour Party conference next 
month. 

Candidates: Leslie Byrom (©, 
Raymond Georgeson (Green), 
Catherine Hancox (Lib Dem 
Againto the Poll Tax), Edward 
O’Hara (Lab), lan Smith. (Lib), 
Lord David Sutch (Monster 
Raving Loony - 10 Downing 
Street), Lady Cash Lash LaSue 
Whiplash (Corrective Party). 

1987 RESULT: S. Hughes- (Lab) 
31.378, A. Hall (C) 10232, Mrs 
B. Whatomugh (SDP/AU) 6,760. 
Lab majority: 20£46 (4SL& per 
cent). Poll 74.1 per cent 
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When you're faced with piles of paper- 
work. the hardest problem is where to «e 
them. You end up with a messy desk and cluttered 
filing cabinets, which makes it almost ^possible 
to find even yesterday's documents, let alone 

^^Canon's simple solution is the Canofile 250 
electronic filing system. It uses the advanced 
optical disk technology for fast and rehab 


is the best choice. It's a super-compact, desktop 
system. Emphasis, is on ease-of-use, for both 
storage and rapid retrieval. Plus you get high- 
quality printouts in just a few seconds. 

So when it comes to efficient office docu- 
ment archiving, choose the advanced yet 
affordable solution. The Canofile 250 cleans up 
your desk - and. at the same time, puts all your 
office documents within easy reach. 
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Labour pledge to 
drop Tory nature 
group appointees 


By John Mason 

UNSUITABLE political ap- 
pointees to the governing bod- 
ies of the Nature Conservancy 
Council and other environmen- 
tal groups would be removed 
by a future Labour govern- 
ment. Mr Bryan Gould, the 
shadow Environment 
Secretary, said yesterday. 

In a speech to the Royal 
Society for the Protection of 
Birds, he said many recent 
appointments to such bodies 
had been made on the basis of 
loyalty to the Conservative 
Government. 

Mr Gould said the member- 
ship of these organisations 
would be reviewed and unsuit- 
able people would be replaced 
by others with adequate ex- 
perience in voluntary conser- 
vation groups. 

“1 have no wish to denigrate 
the important contributions 
given by many of the 'great 
and good’ who have been 
appointed in the past, but 1 do 
believe that there needs to be a 
much greater consumer input 
into these kind of bodies. It 
shouldn't really matter what 
colour your wellies are." he 
said. 

Mr Gould said a future 
Labour Government would 
have to address problems left 
by the break-up of the NCC 


into three separate organ 
isations for England. Scotland 
and Wales. 

A national organisation 
would have to be established to 
build up a science base and 
form policy. It would judge 
individual decisions from a 
national perspective and play 
an international role in iden 
lifting and countering ecologi- 
cal threats. 

Mr Gould also reaffirmed 
Labour’s commitment to an 
integrated approach to envi- 
ronmental policy. 

All areas of government pol- 
icy had to be “greened," he 
said, with the departments of 
energy, transport, trade and 
industry, and agriculture in 
the environmental front line. 

Clean technologies and 
energy efficiency had to be pro- 
moted and a more precaution- 
ary principle adopted with 
manufacturers, which would 
have to prove their products 
were harmless before starting 
production. 

An independent Environ- 
mental Protection Agency 
would be set up and support 
given for restructuring agri- 
culture to encourage less inten- 
sive farming that was less 
dependent on the use of 
chemical fertilisers. 


Charge-capping ‘will lead 
to social service cuts’ 


By John Mason 

CHARGE-CAPPING of local 
authorities will lead to cuts in 
social services, particularly 
those for the elderly and men- 
tally handicapped. Mr Robin 
Cook, the shadow Health Sec- 
retary said yesterday. 

A Labour Party survey of 12 
capped local authorities, which 
have finalised their revised 
spending plans, showed cuts in 
social services budgets of 
between £3.120,000 for 
Hammersmith and Fulham to 
£149.318 for St Helen’s. 

Mr Cook said services for the 
elderly were the most frequent 
casualty of the planned cuts, 
with closures of old peoples* 
homes, reduced recruitment 


and training of home helps and 
increased charges for meals on 
wheels services. 

Local authorities had also 
been forced to shelve plans to 
provide new services for the 
mentally ill, Mr Cook said. 

In a letter to Mr Kenneth 
Clarke, the Health Secretary, 
Mr Cook said the cutscontrad- 
icted the aim of the Govern- 
ment’s proposals to move away 
from institutional care is the 
health service and instead 
encourage local authorities to 
provide social services. “When 
ministers use local authorities 
as their whipping boy, it is the 
most vulnerable members of 
the community who get hit” 
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Sommer in the city: experts are to monitor air quality following complaints of pollution 

ENVIRONMENT WHITE PAPER 


Proposals to ‘civilise’ traffic 


By John Hunt, Environment Correspondent 


MEASURES to “civilise traffic" 
and boost energy conservation 
will be included in the white 
paper on the environment to 
be issued tomorrow. 

The white paper will propose 
better traffic management, pri- 
ority for buses and improved 
parking. 

A group of experts will be 
set up to monitor air quality in 
towns and cities following com- 
plaints during the hot summer 
of serious air pollution and 
smog resulting mainly from 
car exhaust fumes. 

The Government niaima that 
the programme in the 300-page 
document will set the environ- 
mental agenda until the turn 
of the century. But the white 
paper emphasises that the 
pledge to protect the future of 
the planet does not mean “try- 
ing to halt economic growth. ** 

It contains no firm commit- 
ment to a carbon tax on fossil 
fuels such as coal and oil 
which contribute to global 
warming by emissions of car- 
bon dioxide. Proposals from 
Professor David Pearce, 
adviser to Mr Chris Patten, the 
Environment Secretary, were 
watered down after opposition 
from the Treasury and Depart- 
ment of Energy. 

But the white paper keeps 
the door open to such schemes. 
It says action will have to be 
taken in the long run to 
increase relative prices of 


energy and fuel through taxa- 
tion or other means. 

The document stresses the 
need for balance between 
tough pollution regulations 
and voluntary action through 
Government encouragement 
and guidance. 

Environmental organisations 
have voiced doubts that the 
document will live up to Mr 
Patten’s claim that it will put 
Britain in the vanguard on 
environmental issues. They see 
it as the acid test of Mrs 
Thatcher’s commitment to the 
environment 

Measures to encourage 
energy efficiency and thus 
reduce carbon dioxide emis- 
sions are in one of the firmest 
sections of the white paper. 

There is a pledge to step up 
the work of the Energy Effi- 
ciency Office which, under the 
Department of Energy, has 
been run down in recent years. 

The white paper is also 
expected to indude measures 
to help industry assess the 
most effective way of reducing 
energy use. There will be 
promises to improve energy 
efficiency standards for build- 
ings and encourage energy 
lahelHng of houses and house- 
hold appliances. 

There will be a promise of 
more Government money for 
environmental research, 
though this is not quantified. 

There is also a general 


pledge to encourage the provi- 
sion and use of public trans- 
port to reduce dependence on 
private cars, but “green” 
organisations believe Mr Pat- 
ten has lost out to Mr Cecil 
Parkinson, the Transport Sec- 
retary. in the argument over 
the need to control the ever 
increasing number of cars. 

The white paper is expected 
to suggest that differential car 
taxes to encourage drivers to 
use smaller vehicles consum- 
ing less fuel should at least be 
discussed, but it contains no 
specific undertaking for their 
introduction. 

Road pricing to reduce con- 
gestion in towns and cities has 
not been included. 

On the international front 
there will be a commitment to 
help China and India reduce 
pollution, particularly carbon 
dioxide emissions, while they 
develop their economies. 

There has been a battle over 
proposals that the Department 
of the Environment should 
issue annual reports on the 
effect of government activities 
on the environment. 

But this aroused hostility in 
other Whitehall departments 
and it was agreed only to pub- 
lish such reports occasionally. 

The publication of the white 
paper is part of the political 
battle for the green vote as the 
party conference season gets 
into full swing. 


Smith calls 
for talks on 
full EMS 
membership 

By Philip Stephens, 

Political Editor 

THE Labour Party yesterday 
called on the Government to 
begin immediate negotiations 
to take up full membership of 
the European Monetary Sys- 
tem as pan of a package of 
measures to head off an eco- 
nomic recession. 

Mr John Smith, Labour’s 
shadow Chancellor, said that 
sterling's participation in the 
EMS exchange rate mechanism 
could pave the way for lower 
interest rates. He called for an 
initial one-point reduction 
from the present 15 per cent 
Interviewed by Mr Brian 
Walden on London Weekend 
Television, Mr Smith also 
repeated Labour’s call for 
credit controls as part of the 
strategy to bring down infla- 
tion. However, be ruled out 
direct controls on borrowers, 
calling instead for new con- 
straints on banks and other 
lending institutions. 

In a confident performance 
designed to reinforce Labour’s 
claim to have a moderate and 
responsible approach, he said 
that Britain was already In the 
grip of a recession. 

It now faced the problem of 
-stagflation," the coincidence 
of rising prices and static or 
falling output. 

Mr Smith said Labour could 
not offer any easy solutions. 
Yet he suggested that the 
package of ERM entry, lower 
interest rates and credit con- 
trols, would provide the basis 
for recovery. 

He stressed that over the 
medium term, a Labour gov- 
ernment would pay greater 
attention to the supply side of 
the economy. Present inflation 
rates could be partly attri- 
buted to lack of investment In 
plant and machinery, and In 
edncation and training. 

The controls might consist 
of asset reserve ratios, applied 
to banks in many European 
countries, and possibly re-in- 
traduction of special deposits, 
applied in the 1970s. 

In what appeared to mark a 
change in Labour policy, he 
rejected the idea of limits on 
the amount individuals or 
companies might borrow. In 
the past. Labour has suggested 
mortgage and credit card bor- 
rowing might be restricted. 


CONTRACTS & TENDERS 


ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT 
No. 1 GARDEN AVENUE 

ENUGU, ANAMBRA STATE 

!MVHAI»aN JQRJBIPS flFg) 

DATE OF ISSUE 29TH AUGUST. 1990 

LOAN NO.: 2733 UNI 

FB NO.: MSADP-VATlCB H - HEAVY PLANTS AND EQUIPMENT 

The GOVERNMENT OF FEDERAL REPUBLIC OF NIGERIA tea received a loan fromthe WTERNATTONAL BANK 
FOR RECONSTRUCTION a DEVELOPMENT (THE WORLD BANK) ftnorfota currencies, equwatant to USD 162 rriSon 
towards the am ol MATT-STATE AGRICULTURAL DEVELOPMENT PROJECT (MSADP- 1 ) and it Is intended ftatperiof 
the proceeds of this torn wifi be applied to eSgiblo payments under the omtraa MSADP-1/AACB ft - SUPPLY OF HEAVY 
PLANTS AND EGlHPftCNT required for the operations to the Anambra Scale AgriaritruraJ Development Prefect 
(ASADEP), EnuQU. 

2. The ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT now fovitos sealed Bide hum eligible Bidders for 
ihe supply of ihe toUowfog items underibled: 

LOT 

HEM 

DESCRIPTION 

QUANTITY 

i 

1 

Crawler Tractor (Buiktozer) 

1 


2 

200 - 250 HP 

1 



Air Compressor 


2 

1 

Motor Grader 200 HP 

2 


2 

Front-End Whefl Loader 200 HP 



3 

Vibratory Roller 




(Tyred) 200 HP 

1 

a 

1 

Heavy Cfoty Truck Tractor suitable for 

1 



80 MT Low Bed Trailer 



2 

Low Bod Trailer 60 MT 

1 

4 

1 

tipper Tractor 

5 


2 

9000 Litres Water Bowse 

1 


3. foteroated efgfcle Bidden may obtain further information, inspea. and Jxiy the {9ddtng Documents from: 

THE PROJECT MANAGER. 

ANAJwBRA STATE AGRICULTURAL DEVELOPMENT PROJECT, 

NO. 1 GARDEN AVENUE, 

ENUGU. AVAMBRA STATE. 

NIGERIA. 

4. A Compton sat of Bldilng Documents may be purchased by any interested efigfola Odder on the submission da mitten 
application to the above address and upon payment of a non-retondable Bank Draft. Certified Cheque or Cash of 
N1,0OO.0e (One thousand Naira only) or from outside Nigeria, in a treely convertible currency, an amount equivalent to 
N1.0004W (One thousand Naira ortfy). 

5. AD blda rmJM be accompanied by a bid securi^aa specked In The BSckfing Documents and bo* must be deSvered© tie 
above office on or before 10 00 ajn. on 29th October, 1990. 

6- Bids w» be opened in the presenoe o( Bidders^ represent^vas who choose to attend at lOOO&m. on 29th October. 
1990. at the CONFERENCE ROOM, ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT. NO. 1 GARDEN 
AVENUE. ENUGU, ANAMBRA STATE. NIGERIA. 


LEGAL NOTICES 


CUNTMBVTALCWI RECTAL (1 00 UHflED 


Wa. Nfgel Jafot UMflftt and John Mania mo- 
dale. of Cork QifUy 9 Qroyfriara Rood 
fluciing Boric* hire Rdf (JO hereby give 
notice that on 25 January 1990 I «w 
appointed Joint AdmMMrattre HKefeer Of 
Ido above-named company by Midland Bonk 
Pic under Pm terms of > dabenama dated 21 
June 1999 giving the holders a floating 
choree over oie whole ot the company 1 * 


Date tMa Zfith day at January 1000 
N J Vdoghf 

Join arfimiuttranvo Receiver 


RENTALS 


KEN WOODS 
RENTAL 


QUALITY RMK1SMBB 

runs mo houses 

Start aad Uo« Lott 

aSpiqU.lMbiRlM 
IttlTMttmiTdaeBZn 
Ita (071) 26Z SI30 


ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT 
No. 1 GARDEN AVENUE 
ENUGU, ANAMBRA STATE 
MVTTATION-FOB BPSilPffi 

DATE OF ISSUE; 315T AUGUST. 1000 
LOAN NO.: 2733 UNI 

FBMX: MSADP-VAAC8 IN - MOTOR VEHICLES. RANTS AND EQUIPMENT 

The FEDERAL GOVERNMENT OF NIGERIA has rocetood a ban bom INTERNATIONAL SANK FOR RECONSTRUCTION l 
DEVELOPMENT (THE WORLD BANK) In various cmencica, equtvaJenl to USD 182 iriSon ! mauds the caei MULTI-STATE 
AGRICULTURAL DEVELOPMENT PROJECT (MSADP-1) and it Ulrtonded that par, at the pm ce o d ecf this loan mg bo appfiod lo eSQMa 
payments under the conto*f MSADP- VAflCB III - SUPPLY OF MOTOR VEHICLES. PLANTS AND EOUPUENT required lor the 
opofrtona to the ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT (ASADS’}, Enugu. 

2. The ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT now tnvjtsc eaetod Bid* bom eGglSe 0 driers for the supply of the 
toHawfag Same undertbiod: 


LOT 


LOT 


ITEM 


FTBA 


DESCRIPTION 


Saloon Cars 
20-SeaterBua 


7-Ton Lony 
FuelTaikere 
5-Ton Lony 


Mctorqrdm 


Generating Scte; 

35.0 (KVA) 
200 (KVA) 

15.0 (KVA) 
TOS (KVA) 

OO (KVA) 

Vbrafrg Plata Conpaoor 
Wearing Tyre Roflar 


met -Euros: 


HP 


73 
73 
73 
10 
825 
4-5 n*n 


HEADH (ITT} 


25 
71 
40 
60 

26 
23 


FLOW QCM3THR 


23 

23 

15 

30 

15 

09 


MAX. DIAMETER 
OF PUMP (mm) 


100 

ICO 

100 

100 

100 

73 


QUANTITY 


39 

1 


200 


3 

6 

74 

3 

3 


QUANTITY 


15 

2 

20 

20 

10 

500 


LOT 

rTEM 

DESCRIPTION 

QTY 

7 

1 

Truck-Mounted Crone 

1 


2 

Tow Van (Ug« VeMctes) 



1 1 

Tow Van (Heavy Vahtetaa) 

1 

a 

1 

4-wb SMton Wagon 

to 


2 

4-WD Double Cabin PkA -up 

16 


3. krterostad elgfcle Bidders ray obtain further Mormaibn, taped. and buy Ehe Bidding Qpcumerte Imre 

THE PROJECT MANAGER. 

ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT, 

NO. 1 GARD0J AVENUE. 

ENUGU, AVAMBRA STATE. 

NIGERIA. 

4. ACcwyteaoeMofBIPtaflDoojTnwSa mgybeta atih —eday anylr eo re eiod eUgfcleBMdnondtearta ntoel o n MaeaMenappBcMloniOtfte 
md upon payment of a nerHetundrtito Bank OnO. Certified Cheque or Cult ot NIJXXtae (One town* Nabs arty) or tram 

Outekia Ngeria. ta a beeV arweriMe currency, an amuni equMent to N IJXIOm (One thousand Naha only). 

5- AftMuTurfbeacconyjaniadbyabidBacurttyi 
beta* 1030 UiL «ft 31et October, 1990. 


i epaclM In tin BMdtog Docunem and bodi not be defcered to the above attest on i 


1,1 Bw pr * 6 * nc * representatives who choose to Stand at 1030 am on 31ei October. 1990. at the 

CONFERENCE ROOM, ANAMBRA STATE AGRICULTURAL. DEVELOPMENT PROIECT. NO. 1 GARDEN AVENUE. ENUGU. ANAMBRA 
STATE, NIGERIA. 


TENDER FOR TRANSPORTATION OF CRUDE ODL FROM MIDDLE EAST GULF PORTS TO KARACHI 

’■uifra *■»“**» f« transportation of Cm* Oil (rent Middle East Gulf Ports, eududing port, of 

TV period of the Contract of AffreigfaBnml will be one year «nmna>da& town la 
Novngber l99Q. Tot al quanoty to b e transported duug lie penod will be 1.6 Million metric tons + /- 10%. m cai^D lot* of 50.000 w 75.000 metric ton, at 
approximately evenly spread intervals. 

Crenpame, C.OAaod detailed lertna and conditions on payment of U.SS 300 in Ute form of Pay Order or Bonk 

Draft draw n favour of National Tanker Co.. (Pvt.) Lid., Kaxadii. The tender documents win be araOaMe from any of the following office*, on weekdays upio 30th 
September Iwtt- 


1. Chief Executive 
National Tanker Co„ (Pvl) Lid 
35-B North Circular Avenue, Phase-! 
Defence 0(6*1 Housing Authority 
Karadji-75500 


2. Regional Representative 
Pakistan National Shipping Corporation 
430 High Road, Word IGI I UP 


3. Regional Representative 4. Regional Representative 

Pakistan National Shipping Corporation Pakistan National Shipping Corporation 
?4it, or. *■— I/F Tien Chu Commercial Building 


24th Floor. 2 1- West Sum 
New York. NY-10006 


173-174 Gloucester Road 
Wan Choi, Hong Kong 


The last date for submission of the tender bids b 10th October 1990 as per lime/ procedure stated in the tender 
Chief Executive, National Tanker Co.. (Pvl) Ltd., 

35-b, North Circular Avenue. Phase- 1, Defence Officers Homing Authority, 

Karachi- 75500/PAKISTAN 


Machine tool makers 
could suffer sudden 
drop in new orders 

By Charles Leadbeater, Industrial Editor 

tool industry’s sales and orders 
Is only just beginning to stow. 

The volume of sales in tbe__ 
UK during the three months to ; 
June was only 0.5 per cent 
down on the preceding three, 
months and sales in July were 
5 £ per cent higher than a year 
earlier. 

In money terms the value of 
gait* of British-made machine 
tools in the UK was 2L5' per- 
cent higher in the three 
months to July compared with 
the same period In 1989. - * - ■" 
The volume of exports was 
flat for most of the first half of 
the year, although. It picked-up- 
in July with a 29Ji per cent 
increase in export sales.' In 
money terms the value .ot 
export sales was 37.5 per cent - 
higher in the three months to 
July, against the same period, 
in 1989. Orders In hand from?' 
foreign customers were 1&5 per . 
cent higher in July than the 
same month last year. 

However, the 51 per cent cut 
in new orders in the three 
months to July suggests that 
the volume of export sales may 
fall quite sharply in the' 
remainder of the year. 


BRITISH machine tool makers 
may be facing a sudden and 
steep drop in new orders, sug- 
gesting that the country's man- 
ufacturing industry is cutting 
back on investment and that 
export growth may be falter- 
ing. 

The volume of new orders 
from UK customers for British 
machine tools was l&S per cent 
down in the three months to 
July, compared with the same 
period last year, according to 
figures published by the Cen- 
tral Statistical Office. 

The figures show that the 
volume of new export orders 
has fallen by 51 per cent In the 
last three months. Overall, the 
volume of new orders into the 
industry was 38 per cent down 
in the three months to July, 
compared with the correspond- 
ing period last year. 

Although the machine tool 
industry accounts for only a 
small proportion of gross 
domestic product, orders for 
machine tools are one indica- 
tor ol the investment inten- 
tions of manufac turin g indus- 
try. The figures show that the 
volume of the British machine 


Sales of heavy steel 
sections decline 20% 


By Charles Leadbeater 

SALES of heavy steel sections 
by stockholders, mainly to the 
construction industry, are 20 
per cent down on last year, 
according to this month's sur- 
vey of the industry by the 
National Association of Steel 
Stockholders. 

However sales of other prod- 
ucts such as stainless steel are 
holding up welL 
Mr Ron Cash, the associa- 
tion’s secretary said; “The cli- 
mate has changed in the past 
few months. Most stockholders 
are in no doubt they are in the 
midst of a downturn.’' 

The survey shows that steel 
prices have flattened with 
signs of only marginal soften- 
ing. even in areas such as 
heavy sections which have 
been worst hit 
About 30 per cent of stock- 
holders reported an increase in 
selling prices for heavy sec- 
tions in September, with only 
11 per cent reporting lower 
prices. The market for steel 
plates has shown some weak- 
ening: about 17 per cent of 
stockholders reported weaker 
prices, while 6 per cent 
recorded price rises. 

Steel producers hope that 
reduction will recover from 
;ts traditional August low. 
Steel output declined 8^ per 


8 


cent in August to a weekly 
average of 301.000 tonnes, mar- 
ginally down on the same 
month last year when produo 
tion averaged 304,000 tonnes a 
week. 

Official figures published by . 
British Steel and the British 
Independent Steel Producers 
Association show that steel 
production in the first eight 
months of the year averaged 
348,000 tonnes, 4.5 per cent 
down on the same period last 
year. 

However the real test for the 
industry will come in the 
run-up to Christmas. In 1969 
steel output surged from a low 
of 303,000 tonnes a week in 
August to 380,000 tonnes in 
September and remained fairly 
high throughout the autumn 
before tailing off in December. 

ft seems unlikely that this 
surge will recur this autumn 
after warnings that the econ- 
omy is on the verge of reces- 
sion. 

Steel output has fallen from 
a peak of l&9m tonnes in 1988, 
to 18.7m tonnes last year. On 
current trends it is set to fall to 
nearly 18 m tonnes this year. 

Steel stockholders, which act 
as intermediaries between steel 
producers and the final cus- 
tomer, report a mixed outlook. 


Income tax cuts attacked 


WIDE differences in the effects 
on high and low earners of the 
Government's Income tax cots 
over the last 10 years were con- 
demned yesterday by Mrs Mar- 
garet Beckett, the shadow 
Chief Secretary to the Trea- 
sury. writes John Mason. 

Those earning more than 
£70,000 had benefited by an 
average £31,890 a year since 
1979, compared with £170 a 


year for those earning less 
than £5.000, she said. 

Those earning between 
£80,000 and £70,000 benefited by 
an average £10.110 a year. 
Someone earning between 
£5,000 and £10.000 received tax 
cuts worth £340 a year. 

Mrs Beckett said the cuts 
had been funded by North Sea 
oil revenues totalling £91 bn 
and privatisation proceeds. 


{CORRECTION NOTICE} 

ROYAL TRUSTCO LIMITED 
Yen 12,000,000,000 Reverse Dual - 

Currency Debentures Due 1992 

Nolice is hereto given that the Rate ot Interest has been fixed ot 
1 3.7285% end that the interest payable on Ihe relevant Interest 
Payment Date October 9, 1 990 against Coupon No. 1 1 in respect of 
Yen 10,000,000 nominal of ihe Notes wiH be NZS1 ,533.69. 

September 24, 1 990, London 

By: embank, N A (CSSl Dept.), Agent Bank CfTIBANKO 


FIRST AUSTRALIA PRIME INCOME 
INVESTMENT COMPANY LIMITED 

International Depositary Receipts 
issued by 

MORGAN GUARANTY TRUST COMPAN Y n»r 
NEW YORK 



- New York. 30 West Broadway 

- Brussels. 35 avenue dcs Arts 

- London, I Angei Court 

- Frank Tun, 44/46 Mainzer Landstrasw 


The dividend ic not subject to anv Antmi;,. 
withholding tax will be applicable to IDR holder? n'nia^r 
coupons to the office of the Depositary without Li 1 ^® 
non resident certificate. appropriate Belgian 


Citicorp Finance PLCf 

£150,000,000 

Guaranteed Floating Rate Notes Due December 1997 
Unconditionally Guaranteed by 

. l oncoRpo 

hM " f- - 

Payment Date, December 21, ITOtTaQainst &^ eva I!l ,n teresl 
respect af E10.0QQ nom i no l of th e 20 

September 24. 1990 — ■~ L — 


September 24, 7 990, London 
By: Citibank, N-A- (CSSl Dept ), Agent Bank 
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Even before you shake your client’s hand, 
the Mercedes-Benz you've arrived in will say 
something about the strength and confidence 
of your company. What isn't telegraphed so obvi- 
ously, though, is the sound financial sense such a 
car also makes - when you buy Mercedes-Benz 
quality you get full Mercedes-Benz 
residual value at trade-in time. 

So it's worth examining a car or two in 
the 17-model Mercedes-Benz 200E-300E series. A 
silent partner it may be. but the classic elegance 
of the 200E. for instance, speaks volumes for 
your business acumen. 


Always seen in 
the best of companies 


also allows air to circulate and the seats to 
breathe, and inhibits perspiration. 

And between London and Liverpool, as you 
reel in the motorway monotony, you'll find other 
reasons to be grateful you put your trust in the 
world s most experienced car maker. The accuracy 
and responsiveness of recirculating 
ball power steering, for instance. 


Full Comfort For Five 


Full five-seaters, the petrol-inj'ected or diesel 
20OE-3OOE models are precisely the range you'll 
be thankful you have on the team when you're 
playing chauffeur to a client delegation. The 
200E’s blend of welcoming refinement, ample leg- 
room and Mercedes-Benz dependability, is as 
reassuring as it is prestigious. 

From airport to city, you’re still travelling 
first class, cradled on seats with a steel-sprung 
base. Such traditional construction is rarely used 
these days, but this artful seven-layer sandwich of 
steel springs, natural fibre and foam rubber has 
yet to be improved on for comfort and resilience. 
This combination of springs and natural fibres 


WORLD 



-CHAMPIONS 1989- 



Engineered Like No Other Car 
In The World 


which helps to endow all Mercedes-Benz cars 
with their exceptional and much envied directional 
stability; panoramic forward vision, however bad 
the conditions, thanks to the 200E’s single 
eccentric-sweep wiper which clears a larger pro- 
portion of the windscreen than any other car 
wiper system available. And all five of the main 
petrol-engined models in the 200E-300E series are 
fitted with closed-loop three-way catalytic converters. 

The Priorities Of Experience 

The list of benefits is long. And, as your 
dealer explains them, the thoughtfulness of 
Mercedes-Benz priorities, and their leadership over 
six decades in the development of both active 
and passive safety systems, will make a case to 
impress the most hard-nosed business-car buyer. 

Which means you can add the best reasons 
for choosing a 200E to those which suggest it 
simply makes good business sense for the best 
of companies to travel first class. 
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MANAGEMENT 


A t a factory la 
north-east England, 
owned by the Alexon 
group, a woman at a 
sewing machine deftly inserts 
GOO pairs of sleeves a day into 
blouses. Throughout the estab- 
lishment, which is one of the 
most profitable suppliers to 
Marks and Spencer, the pace of 
activity contrasts with the sub- 
dued air in UK high streets, 
where the other wing of 
Alexon’s clothing business 
operates. 

Yet despite an overall oper- 
ating profit margin of around 
10 per cent for its manufactur- 
ing operation (and rather more 
at the County Durham fac- 
tory), Alexon has decided that 
its priority for growth is retail- 


Alexon 


A fully fashioned operation 

Having learnt from its experience in manufacturing, the Marks and Spencer supplier 
has now decided to place emphasis on its retailing activities. Jane Fuller explains why 


ip 
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may seem surprising 
given such gloomy news as the 
collapse of Sock Shop and 
Lowndes Queensway and profit 
warnings from Burton and 
Etam. Alexon, however, has so 
far bucked the trend, more 
than doubling pre-tax profit in 
the past two years to £21.4m 
and analysts forecast £24m for 
the 12 months to March. 

Management's conviction 
about the potential for growth 
in retailing Is based partly on 
its belief that it is operating in 
relatively recession-proof mar- 
kets and partly on the scope it 
sees for further margin 
improvement TO achieve the 
latter it has drawn on the disci- 
plines boned on the manufac- 
turing side, notably the Clare- 
mont Garments subsidiary, 
based in Peterlee. County Dur- 
ham, where the heads of the 
business, chairman Peter Wie- 
gand and chief executive Lawr- 
ence Snyder, cut their teeth. 

The opportunity to build up 
retailing was enhanced by the 
purchase two years ago of rente 
and Goldstein, including the 
Dash and Eastex brands. 
E&G’s pre-tax profit bad fallen 
from £4m to £2.3m between 
1986 and 1988 and the £44m 
purchase price was regarded 
by analysts as being rather 
high. Now Dash is the fastest 
growing part of the group, 
accounting for nearly half of 
retailing operating profit, 
which was Eiasm on sales of 
£U5m last year. 

The switch in emphasis was 
marked last year by a change 
in its Stock Exchange listing 
from textiles to the more 
highly rated stores sector, 
reflecting the fact that more 
than 60 per cent of its £167m 
turnover and operating 
profit came from the retailing 
trio of Alexon (classic rather 
than trendy ladieswear), Eas- 
tex (clothes for the older, 
shorter woman) and Dash (lei- 
surewear). 



David McGarvey: will stick by pricing to the point of turning down business 


Snyder says that part of the 
reason for the group's resil- 
ience is that its three retailers 
are in relatively buoyant mar- 
kets, notably that for leisurew- 
ear. Dash clothes are sold from 
about 300 shops or shops-with- 
in-sbope and 40 new outlets are 
being added annually. Alexon 
and Eastex clothes are typi- 
cally sold through concessions 
in department stores, a route 
favoured also for the group’s 
forays into overseas markets. 

Eastex, although currently 
the least profitable of the 
three, is regarded as having 
great potential because it 
serves the market for women 
from SO upwards. Analysts 
point out that rtii« growing 
swathe of customers has been 
neglected, despite the feet that 
older people - with savings 
and without mortgages - tend 
to be beneficiaries of high 
interest rates. 

Alexon operates in a more 
competitive market, nibbing 
tailored shoulders with Jaegar, 
Windsmoor, Planet, Country 
Casuals and Jacques Vert Nev- 
ertheless, demand is growing 
with the affluence particularly 
of working women in their 
thirties and forties. 

In transferring disciplines 
fhim manufacturing to retail- 


ing, a much greater emphasis 
has been placed on profit mar- 
gins. Says Snyder “When we 
came into retailing we found 
people there who did not give a 
bugger about profit Instead 
they were preserving their own 
position or ego, or something 
about the shop or the product" 
Now, between 10 and 40 per 
cent of a manager’s pay is prof- 
it-related and sales staff get 
commission. 

The system of incentives is 
reminiscent of the piecework 
payments made by Claremont 
At the Peterlee factory In 
County Durham, the mintmnm 
wage is £90 for a 38 Vi-hour 
week but the average pay is 
£125. David MQGorvey, manag- 
ing director of manufactur- 
ing division, explains that 
accelerating rates of remunera- 
tion apply once the minimum 
target has been reached. 

Yet Wiegand also points out 
that in the earlier stages they 
learnt some of the specifics of 
retailing by trial and error. 
“We learnt the hard way that 
it's no good having the best 
range in the world if it’s not in 
the stores." 

Discipline Is the word most 
frequently used by McGarvey 
to explain the optimum profit- 
ability achieved by Claremont 


in the north-east “We leave no 
stone unturned in a total 
approach to manufacturing 
efficiency.” 

This ranges from in-house 
engineering support to minim- 
ise mechanical breakdowns to 
applying strict commercial cri- 
teria to the merchandise- The 
aim is to avoid Involvement in 
unprofitable trow* — “margins 
before turnover” Is another of 
the laws set in stone. 

McGarvey says Claremont is 
prepared to stick by its pricing 
decisions to the point of turn- 
ing down business and irritat- 
ing the customer. *7t is a trap 
always to seek to please the 
customer’' - even M and S. 
The continual challenge is to 
find new ways of producing the 
merchandise w ithin the pricing 
parameters. 

Among many examples on 
the shop floor is a computer- 
ised scanner which measures 
the continuity of shade 
between different rolls of mate- 
rial The object is not to get a 
perfect match but to certify 
that different pieces are within 
agreed tolerances so that they 
can go into the same garment 

With fabric accounting for 50 
per cent of the garment’s cost, 
the elimination of waste is cru- 
cial Another computer-based 


process plans the layout of pat- 
tern pieces on a roll of mate- 
rial. One screen display 
showed the pieces for eight 
skirts laid out on a roll of 
material 10 metres long and 
IVm metres wide. All but 5 per 
cent of the material would be 
used when the instructions 
were transferred to the com- 
puter-guided cutting tool 

After the cutting stage, pro- 
duction switches away from 
computers to serried rows of 
sewing machinists. The woman 
inserting 600 pairs of sleeves a 
day in blouses has her job 
facilitated by the single gar- 
ment unit production system, 
of which Claremont reckons to 
be the world's biggest user. 
This means each garment is 
kept on a separate hanger, 
attached to an overhead rack 
that brings the garments in 
close succession to the machin- 
ist's side. 

This system contrasts with 
an older, less efficient, one 
involving bundles of garments 
stDl operating at the Glasgow 
factory, which Alexon acquired 
in the takeover of D & H 
Cohen, another M and S sup- 
plier, three years ago. 
McGarvey says that as opti- 
mum margins have been 
achieved at Claremont 


northeast (a total of five facto- 
ries clustered within a 20-mile 
radius of Peterlee), it is being 
used as an example of best 
practice for both the Glasgow 
operation and Mead, the 
in-house manufacturer for 
Alexon and Eastex. 

Yet whatever the efficiency 
gains made, Snyder makes it 
dear that there are no plans to 
expand the manufacturing 
side. This means that the retail 
sales growth is drawing in gar- 
ments from other sources. In 
the case of Dash and recently 
established leisurewear lines 
for M and S, this means 
imports from the Far East 

A Hong-Kong based clothing 
importer, Richarvey, which 
was involved with pash, was 
bought at the same time as the 
E & G acquisition. From this 
base, offices have been opened 
in Singapore and Taiwan. Sny- 
der says the imparts supple- 
ment the range made in the 
UK, rather than replacing any 
of it 

With expansion plans 
focused on the retailing side, 
the group has established some 
outlets on the Continent and in 
North America. As such moves 
have proved the undoing of 
companies such as Sock Shop, 
they admit the advance has 
been cautious. 

Snyder says the 20 shops- 
withxn-shops in Canada and 
the US have proved successful 
whereas the five free-standing 
units have not Future expan- 
sion will follow the proven 
route of setting up concessions 
in selected department stores. 
"With a concession, if you lose 
money, you pull out It is not 
so easy with high street 
shops." 

On the Continent, the con- 
servative approach has been 
expressed in the choice of 
countries. So far there are no 
Alexon outlets in France or 
West Germany. The 25 or so 
established so Car are in Scan- 
dinavia, the Netherlands, Bel- 
gium and Switzerland, which is 
regarded as a test-bed for Ger- 
many. 

France, however, attracts 
the most caution. Snyder says 
this is because of the lack of 
up-market, busy department 
stores (other than in Paris) 
necessary to the preferred con- 
cession route. 

Yet this wariness is a detail 
compared with the policy of 
giving priority to retail expan- 
sion “because you get a better 
return on retail investment 
than on manufacturing.” 

Doesn’t he harbour any sen- 
timentality for his manufactur- 
ing roots at Claremont? Tm 
only sentimental about the 
profits we achieve from it," he 
replies. 


Now anthropology 
enters the arena 

Simon Holberton on the continuing search 
for the illusory Euromanager 


“HAVE you ever met a 
Euromanager?” asked Claude 
Rameau, dean of INSEAD, the 
Fontainebleau-based business 
schooL “You’re very lucky if 
yon have; I’ve never met one.” 

Rameau was participating 
l ast Thursday in a din- 
ner debate sponsored by the 
French Chamber of Commerce 
in London. 

He shared the top table with 
George Bain, principal of the 
London Business School, 
Pierre Moussel, managing 
director of Elf Aquitaine UK, 
and Sir John Egan, chief exec- 
utive of British Airports 
Antiunity. 

This august body of men 
produced two hours of some- 
times entertaining cogitation 
on the theme of what It takes 
to become a successful Euro- 
manager and thankfully there 
was little consensus on what is 
fast becoming a hoary chest- 
nut 

Egan set the scene by 
describing the challenges the 
riwgta market In Europe will 
pose for the manager of the 
1990s. Competition, not protec- 
tionism, will be the key factor. 
The contest tn the competitive 
arena will be fought and won 
by those companies which 
deliver quality and service to 
customers. 

The manager of the 1990s 
will need to have a commit- 
ment to excellence and not 
think his problems can be 
solved by running to the gov- 
ernment for protection. 

The manager will have to 
provide strong and capable 
TgawfaraMp needed to get peo- 
ple working together far the 
same ends. 

Moussel stressed that most 
of all the Euromanager needed 
the capacity to understand 
others. This came through the 
study of languages which pro- 
motes the assimilati on of for- 
eign cultures and ways of 
thinking. 

Bain, who knows that a 
good examination technique Is 
to attack the question, said 
what was needed was the 
International Manager, not the 
Euromanager; 1992 was not 
the triumph of regionalism 
over parochialism but an 
enlargement of toe areata over 
which parochial concerns will 
be fought. 

So what do the company and 
managers of toe 1990s need? 


According to Bain they need: 
global organisation structures 
which recognise market and 
nnHrmnT differences; a global £ 
management team; leaders 
who possess visi on (th e ability 
to challenge conventional wis- 
dom) and ore (develop- 

ments in the 1990s will be 
unpredictable, the result of 
sudden shocks, such as the 
Gulf crisis); managers will 
need to be good comm unica - 
tors and sensitive to cultural 
differences. - .in short Hie 
‘-manager as anthropologist " 

Aside from attending busi- 
ness schools, Bain said the 
international manager will 
also be defined by his/her 
work experience. 

The manager will have had 
multi-functional experience, 
worked tn different countries 
and also worked for different 
companies. Above all, the 
manager will have a positive 
attitude to learning all 
t frair working life anit 
subordinates. 

Culture 

Rameau thought the burden 
of culture and nationality 
would always be present in 
managers. 

Instead of frying to create a 
Euromanager, companies 
should work at making their 
national managers better and 
fostering a corporate culture 
of strongly shared values. 

This process could start with 
training managers to appreci- 
ate how others perceive them. 

Ibis sort of training would he 
done against a background of 
a corporate culture which fos- 
tered teamwork and the build- 
ing of shared values. It would 
be furthered by attempting to 
select employees predisposed 
to sharing the company’s val- 


Little wander that the man- 
agers at the function appeared 
a little beleaguered- As wish 
lists go, toe collective wisdom 
of the speakers amo un ts to a 
rather large and unrealistic 
set of requirements. 

little wonder, also, that a 
number of respondents to the 
debate found themselves say- 
ing that the grounding In 
many of these requirements is 
found not within the corpora- 
tion or the business school bat 
in formal primary and second- 
ary education and the family. 
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\buVe probably never stopped to consider how much 
your company's image depends on the images produced 
by your copier 

If your copier Is producing dismai-kx>fcing copies it 
can give a bad impression. 

intelligent copier technology, on (be other hand, can 
brush-up your business image. 

Ricoh has beep creating intelligent copier technology 
for years. Our digital DS320 image Processing System, 
for example, reproduces incredibly sharp b&w half-tone 
images. It also possesses creative functions such as digital 
editing, which lets you recreate images by altering shapes. 

Or there's the Ricoh NC100 Business Colour Copier 
"Business colour' gives you the 
power to merge colour busi- 
ness graphics such as charts, 
graphs and Qluslrations with 


high quality b&w text for more persuasive presentation 
materials and reports. At a running cost that's among the 
lowest of all colour copters. 

Both the D5320 and NClOO have also undergone 
some of the most exhaustive testing in the business. So 
you can count on them to perform dependably- 

For more information about Ricoh copiers, start by 
communicating with your Ricoh dealer 
You can count on him to 
perform dependably, too. 
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There's only one airline with 
29 weekly flights from Europe to Brazil. 
Itls the same one that has 
60 weekly flights from Brazil to the 
other countries of South America. 



This happy 
coincidence can be 
confirmed on your next 
trip to Brazil. One of these 
weekly flights, could well 
nt in with your travel 

g lans. whether on 

usiness or pleasure. 

Varig operates 





J • 


state-of-the-art 
equipment, including 
turbines of the latest 
generation and provides 
an excellent infl ig ht 
service which is 
considered to be one of 
the best in the world. 

When in Brazil, you 
will get to know the other 
Varig. The efficient airline 
that interconnects more 
than 60 Brazilian .cities: 
And , beyond Brazil’s 
frontiers, has 60 weekly 
flights to the principal 
cities of South America. 
On your next trip to 
Brazil, be sure to make 
full use of everything 
Varig has to offer. 

And, starting from Rio 
de Janeiro and Sao Paulo, 
rediscover America. 


Time to 
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It’s Europe’s best seller. 

And it could be your best salesman. 


To any company, all situations am sales 
opportunities- And a company's written 
commutations are almost certainly its most 
common point of contact with its market. 

From business letters to reports, proposals 
to parts lists, tenders to instruction manuals ... 
each needs to reflect the quality of the company 

which, produced them- 

So is your documentation carrying out a 

really thorough selling job? 

At Kyocera, we’ve made it our business 
to help companies present themselves at their 

^Take our F-3300 laser printer. Europe s 
ViMt-seller in its class, it provides 18 pages c, 


crisp, black printing per minute. Its powerful 
32-bit processor, collator and twin paper trays 
handle high-volume work, year in, year out. It 
can communicate with everything from a 
mainframe to a PC— and uniquely, both at the 
same rime. And when you want to build 
graphics, logos or even signatures into your 
document, you need only plug in a Kyocera 
1C card. 

For high-quality printing in large volumes, 
no other printer can do so good a selling job 
for your company. And all at a price that comes 

as a pleasant surprise. 

And for lesser volumes? There’s the rest 
of the Kyocera range — the widest in existence. 


All come with 79 fonts, 39 bar code formats 
and seven printer emulations as standard. 
Between them, they’ll handle just about any 
printing job you can imagine. And do it in a 
style which makes sure that every statement you 
issue is a statement that sells. 

For all the frets, contact us for your free 
copy of •Why Change To A Kyocera Laser 
Printer?’. Just use the coupon, or telephone. 

r^KUQCERa 

The manufacturing makes the difference. 


!” Kyocera Electronics (UK) Ltd, 

1 8 Beaeontree Plaza, Gillette Way. Reading. RG2 OBP. 
I Telephone (0734) 311500. 

| please me your fiiD-informadon brochure 
. 'Why Change To A Kyocera Laser Printer?'. 

: Name — 

\ Tide 

i Company — 

I Address 


Postcode 
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THE WEEK AHEAD 


ECONOMICS 


Passing the verdict on US growth 


UK COMPANIES 


ALL eyes this week in. the UK 
will focus on any further hints 
about the extent to which 
Britain is sliding into an eco- 
nomic slowdown. Publication 
today of the trade figures for 
Britain in August, which axe 
likely to show yet another 
resounding deficit, will fail to 
offer much in the way of cheer. 

UK government authorities 
may be inclined to add more 
details about the conditions on 
which Britain will enter the 
exchange rate mechanism of 
the European Monetary Sys- 
tem. This could have the effect 
of aiming fin am rtei markets. 

In the US, a welter of statis- 
tics will indicate how much 
further the US economy has 
lurched into a recession. Atten- 
tion will also focus on the 
annual meetings of the Inter- 
national Monetary Fund and 
World Bank In Washington. 
Much of the serious discussion 
on policy issues has already 
taken place in the weekend 
meetings of Group of Seven 
finance ministers an d in the 
IMF's policy-making interim 
committee. 

However, the problems of 
eastern Europe and the devel- 


UK trade 

Gwent account balance (£bn) 
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oping world will bulk large in 
this week's formal sessions, 
which will also see Czechoslo- 
vakia rejoin, and Bulgaria join, 
the IMF and World Bank. 
There will no doubt be more 
conjecture about how a events 
in the Gulf will affect demand 
and consumption patterns. 

During the week West Ger- 
many will announce August 
import prices and the Septem- 
ber cost of living index. Italy 
will announce September con- 
sumer price rises. 


Notable events and statistics 
due this week are as follows. 
The figures in brackets give 
median market forecasts from 
MM5 International, a financial 
research company. 

Today. US: Treasury State- 
ment for August. Washington, 
IMF interim committee ends 
meeting; IMF/World Bank 
development committee meets. 
Canada, July wholesale trade 
figures. UK, Confederation of 
British Industry monthly 
trends survey; current account 
for August (£1.4bn deficit); visi- 
ble trade balance (£1.5bn defi- 
cit) . 

Tuesday. US: gross national 
product growth for second 
quarter ( 1.2 per cent); fixed 
GNP deflator (4.7 per cent); sec- 
ond quarter corporate post-tax 
profits (down 0.7 per cent); 
home sales for August; Septem- 
ber car sales; report by US 
Office of Management and 
Budget on Gramm-Rudmann 
cuts to take effect on October 
1. Washington: formal opening 
of IMF/ World Bank annual 
meeting, which continues until 
Thursday. France: trade bal- 
ance for August (FFrSbn defi- 
cit). UK, building society new 


commitments in August 

Wednesday. US: durable 
goods orders for August (down 
i per cent); personal income 
growth for August (0.4 per 
cent); August personal con- 
sumption expenditure (up 0.3 
per cent). Japan: retail sales 
for August (up 9.5 per cent on 
year). 

Thursday. US: initial claims, 
money supply data. Australia: 
current account for August 
(A$L54bn deficit). France: con- 
sumer price index for August 
(up 34 per cent on year). 
Japan: industrial production 
for August (up 14 per cent). 

Friday. Chicago: National 
Association of Purchasing 
Managers Index for September. 
US: leading indicators for 
August (down 0.9 per cent); 
September agricultural prices; 
August bank credit and com- 
mercial and industrial bums. 
Canada, real GDP at factor cost 
(down OJ per cent). Japan: Sep- 
tember consumer price index 
(up 3 per cent on year). UK- 
second quarter personal 


TARMAC, regarded as a 
microcosm of UK construction 
as its activities range from 
quarrying to house bunding, is 
on Tuesday expected to illus- 
trate the industry’s contraction 
with a pre-tax profit foil of 
more than a th ir d to around 
ElOOm for the first half of the 
year. 

The figures have to be com- 
pared with a particularly 
strong performance in the fi ret 
half of last year. 

A prime example of the prob- 
lems faced since then is that 
housing starts so far this 


year have fallen by 27 per 
cent. 

Beazer, due to report its 
J ime-year -end final results on 
Thursday, has also been 
grappling with the housing 
slump. Its pre-tax profit is 
expected to foil from £1424m to 
£95m. 

One cause of concern about 
the company, which saw its 
share price foil by 14 per cent 
on Thursday, is its borrowings, 
which stood at more than £ibn 
at the year-end. giving 90 per 
cent-plus gearing. 

Redland. the building materi- 


als group which reports its 
interim results on Thursday, 
is expected to increase 
taxable profit slightly from 
£104m. 

Thursday's announcement of 
its interim results cannot come 
too early for Brent Walker 
after the traumas of the past 
few weeks followed by Friday's 
share price fall. The bulk of 
opinion among analysts still 
favours pre-tax profits of 
around £40m in comparison 
with last year's £30m at this 
stage. 

Also due on Thursday are 


interims from Trusthouse 
Forte with analysts looking for 
about £116m pre-tax, less than 
the £U9m at the comparable 
stage last year due to smaiter 
contributions from property 
disposals and the. Savoy, 
stake. - 

Vickers, the .Challenger 
tanks to Rolls Boyce engineer- 
ing group in which Sir Ron 
Bneriey’s IEP securities hull 
20 per cent stake, announces 
interim results on Thursday. 
Analysts are expecting Jtb 
report -around £40ra pre-tax 
against £32m. 


UK COMPANIES 


income. 


Peter Marsh and 
Rachel Johnson 


APPOINTMENTS 


Underwriter 
moves at 
A. J. Archer 


for finance, administration 
and compliance. He was group 
secretary, Sbandwick. Mr 
Charles Williams becomes 
assistant director, corporate 
finance. He was with N.M. 
Rothschild & Sons. 


group finance director of the 
Boots Company until his 
retirement last Jane. 


divisional director responsible 
for industrial rubber products. 


■ Mr Alastalr Stewart has 
been appoi nted a director of 
STYLE CONFERENCES. 


■ A. J. ARCHER & CO. a 
subsidiary of AJ. Archer 
Holdings, has made the 
following changes from 
October 1. At Non-Marine 
Syndicate 544 Mr Michael Hart 
has been appointed deputy 
underwriter. North America; 
and Mr Christopher McGinn, 
deputy underwriter, UK. Mr 
Derek Dolling-Baker, deputy 
underwriter, has retired 
through ill health. At Marine 
Syndicate 868/35 Mr Mark 
Massie has been appointed 
underwriter and Mr Alex 
Ballantine deputy underwriter. 
In preparation far the 
retirement of Mr A J. Archer, 
underwriter, at the end of the 
year. Mr Peter Townsend has 
been appointed to develop a 
direct marine account for 
Marine Syndicate 1125 which 
has previously written 
exclusively excess loss. 



■ Mr Trevor Newton, group 
finance director, has been 
appointe d dep uty chairman 
of YORKSHIRE WATER from 
October 1. He succeeds Mr 
David Cramb who becomes 
a non-executive director. Mr 
Newton retains responsibility 
for group finance. 


■ Mr Joe Cuesta has been 
appointed sales and marketing 
director, specialist homes 
division, at BALFOUR 
BEATTY HOMES. He was 
sales and marketing manager 
at Aria Estates. 



■ TODAY 

COMPANY MEETINGS: 
Cotatax & Fowler, The 
Merchant Taylors' Hall. 30 
Thre&drmedle Street. E.C.. 
11.00 

Hughes Food. Cave Castle 
Hotel, South Cove, Brough, 
North Humberside, 10DG 
Merrydown Wine, Horam 
village Hall, horam, 
Heathfield, East Sussex, 12.00 
BOARD MEETINGS 
Finals: 

Cornwall Parker 
GT Japan Inv. Trust 
Hays 
MAI 

Polypipe 

I n te rims: 

Aberdeen Petroleum 
Antofagasta Hldga. 

Brant Chemicals 

Edinburgh Fund Managers 

Headiam 

Hibernian 

Kelt Energy 

Lamont 

Metal rax 

Rutland Trust 

Schrodors 

SteeUey 

■ TOMORROW 

COMPANY MEETINGS: 

Black Arrow, 748 London 
Road, Hounslow. Middlesex. 
12.00 

Goode Ourram. The Waldo ri 
Hotel. Altfwych. W.C., 11X0 
Norbahi Electron lea. Mortis In 
House, 14-16 Boulton Road. 
Reading. 12.00 

Save A Prosper Return of 
Asset* Inv. Trust 1 Finsbury 
Square. E.C„ 3-00 
Wood (John D.J, 28 Guram 
Street W.. 12.00 


BOARD MEETINGS: 

Finals: 

Domestic & General 
Elders ixl 
I nterims: 

Baltic 
Blockl eys 
Brooks Service 
Brown & Jackson 
Dean A Bowes 
Eaptrltn Santo FlncL 
Estates & General 
Finlay Packaging 
Follies 

Henderson Highland Trust 

1 PECO 

Jardtna Mathasan 

Kwlk-Fit 

Needier 

Newrrtarfc (Louis) 

RadJotrust 

Rath bone Brothers 

Stag Furniture 

Tarmac 

Yule Catto 

■ WEDNESDAY 

SEPTEMBERS 

COMPANY MEETINGS: 

Anglian Water, Castle Ashby 

House. Northamptonshire. 

11.30 

ASDA. Pudsey Civic Hall. 
Dawsons Corner. Pudsey. 
Leeds, 220 
Brasway, Euro power 
Hydraulics Ltd., Southgate. 
Market Welghton, York. 10.30 
CH Industrials, Howard Hotel. 
Temple Place. W.C.. 12.00 
TR Trustees. Mermaid House. 

2 Puddle Dock. E.C.. 1240 
BOARD MEETINGS: 

Finals: 

Eleco 

Gent (S. R.) 

North American Gas Inv. Treat 
Renishaw 


DIVIDEND & INTEREST PAYMENTS 




K-'-'V' '■ 


Mr John B. Cooper (pictured. ) 
has been appointed a main 
board director of RMC 
GROUP. He will remain 
managing director of the sand, 
gravel and teadymlx division. 


■ Mr David Teh butt has been 
appointed chairman and group 
editor of CLOUDY BAY 
PUBLICATIONS, a Richbell 
Group subsidiary. Mr Derek 
Cohen becomes manag in g 
director and editor of Strategy. 


■ J.O. HAMBRO MAGAN & 
CO has appointed Mr Richard 
Milne as director responsible 


■ Mr Peter H. Courtney haa 
been appointed a non-executive 
director of HAYS. He was 


■ ARCO, Hull, has appointed 
Mr Alan E. Thomas as 
financial director. Mr William 
J. Brantley becomes a 


HUNT INTERNATIONAL, part 
of the James Galt Group, has 
made the following 
promotions: Mr Mike Holroyd 
(pictured), from sales manager 
to sales director; Mr Bill 
Dickens, to production 
director; and Mr Geoff Barker, 
from management accountant 
to company secretary. The 
company makes and instals 
playground equipment, and 
recently launched the “young 
explorer** and “adventure 
play” systems. 


■ TODAY 

Abmna Scotland inv. o.45p 
Aslan Development Bank 
lOVfe Ln. 2009 (Reg.) 5.125pc. 
Greenhall Whitley 10% Deb. 
2014 5pc. 

Grovewood Securities I.Sp 
inti. Bank for Roe. & Dev. 
11^2% Ln. 2003 5.75pc. 
Kershaw (A.) 9p 
Da. B Prt. IJMSTCp 
Rank Ore. 102SP 
Sldlaw 7*2% Una. Ln. 2003/ 
0BS.75PC. 

Spain (Kigdom of) 114,% Ln. 
2010 (Rag.) e.BTSpc. 

Tosco 4% Cnv. Bda. 2002 2pc. 
Treasury 2*1% U-2001 £1.8084 

■ TOMORROW 


Associated British Foods 7 > 2 % Ktmtira Htfl. Rate Nts. 1905 


CONFERENCES 


MITSUI BEAL ESTATE 
DEVELOPMENT CO„ LTD. 

YEN 30,000,0004)00. 

FLOATING RATE NOTES 
DUE 1995 

Notice is hereby gives that for 
the Interest period from 20th 
September 1990 to 20th Decem- 
ber 1990. the rate of Interest wfll 
be 7.1% per annum. The Inter- 
est payable on 20th December 
1990 wfll be Yen 177,014. per 
each Yen 10.000,000. Note. 


Agent Bank 
The Mitsui Trust A Banking 
Co., 

LuL, London. 


OCTOBER 1-3 

Investment Forum far Yugoslavia - top 
speaker* (including PM) discuss Ac 
situation in Yugoslavia and selected 
investment projects that sue seeking 
foreign partners. Contact: Ma Priucova, 
Price Waterhouse (071-939 1366 J 


OCTOBER 9-10 

I nv e s t m ent Opportunities in British 
Broadcasting Hotel Imer-crattinental. 
London 

Enquiries: Fi n ancial Times Conference 
Organisation 

(071-925 2323) Fax 071-925 2125 


OCTOBER 29-30 

Conducting Business in Spain 
Cavendish Hotel. London 
Contact: Aw McCtean 
Management Forum Ud 
0483 S70099 


LEGAL NOTICE 


BELGRADE 


STREAIUEY CARRIAGE COMPANY LUSHED 


OCTOBER 2 

DTI Returns far Life Assurance 
Companies - Fifth Annual Conference 
Cafe Royal, London Wl. 

Enquiries: Oracle Business Information 
1071-792 3105) 


OCTOBER 15 

The Greening of Business: Rt Hon. Chris 
Patten MP, Secretary of State for the 
Environment. CF5 Conference Centre, 
London, Wl. A Business Magazine 
Conference. Organised by The Public 
Policy UmL Cornua Katie Townsend- 
Row. (07 1 -828 608g) 

LONDON 


OCTOBER 29-30 

9th International Retail Banking 
Conference - Thriving oa Change - 
Turning Ride into Opportunity." 

London Hilton. 22 Park Lane. London Wl A 
2HH. Contact Serens/Anna; Lafferty 
Conferences Ltd. 

Td: (353-1-768020) FA*: (353- 1 -768039 
Tele*: (91 947 LAJFC ED 

LONDON 


NOTICE 18 HEREBY GIVEN, pursuant to ten- 
don 48(2) of ttte Insolvency Act 1888. tool a 
meettou of toe unsecured creditors of toe 
above named company wM be held at Cor* 
Gu*y. 8 GreyHare Road. Reading RG1 UG 
at H-30 am on as September 1990 tor dm 
purpose o! having laid before « a copy of the 
report prepared by the Administrative 
Receivers renter Seaton 48 ot die said Ad 
The meeting may. II It drinks lit, eetaMah a 
commute* » exercise the functions con- 
ferred on creditors’ comm Wee* by or under 
the Act 


OCTOBER 2-3 

Pollution Ma nage ment 
Metrapote Hotel. Birmingham 
Enquiries; Financial Times Conference 
Organisation 

1071-925 23231 Fas 071-925 2125 

BIRMINGHAM 


OCTOBER 16-18 


NOVEMBER 1-2 


COMEX 90. Mobile ComatunicaiknB 
Exhibition and Conference. 
+44-517783343 


TELFORD EXHIBITION CENTRE 


Environmental Liability 
The Royal Oardcn Hofei. London 
Contact Anne McCkan 
M ana gement Forum Ltd 
048? 570099 

LONDON 


A proxy form la sent herewith. Creditors 
whose del mu are whofty secured are not 
entitled to attend or be rapresanto d at the 
moating. Ottwr croultore are only entitled to 
vote If: 


OCTOBER 3 


Taurus - The Opportunities and 
Implications. A major one day conference 
concerning dw UK Securities industry. 
Cafe Royal Loudon W] 

Corned: Ms Colette Bateman, 
Professional Conferences and Training 
Services Ltd. 

LONDON 

(071-284 94701. 


OCTOBER 17 

INTERNATIONAL RETAJUNO 
A one day Conference at Queen 
Elizabeth 0 Conference Centre. London 
SW1.E295+VAT. 

For further details ring Verdict Research 
Limited 071 404 5042. 


OCTOBER 9-10 

The U.S.M. Magazine presents: - 
The Price Waterhouse 
International Second Market Conference. 
Contact Susie Hall: 071-606 2021 


they have delivered to us at me 
address shown below, no later then 
1200 hours on Z7 September 1880. 
Wilton details at the debts they ctabn 
to be due to them form toe comp any. 
end toe claim has been duty ad mi tted 
under toe prov to fon a of Rule 111 of 
toe Ineetvency Rutes 1888: amt 
there has been lodged with us any 
procy which toe creditor Intends to be 
used on Na behalf. 


Una. Ln. 87/2002 375pc_ 

Do. 5*2% Una. Ln. 87/2002 
2.79pc. 

CantrovfodaJ Est ates 
Una. Ln. 88/93 3.125pc 
Chapman fads. 8^% 1st Mtg. 
Dob. 93/98 4_2Spc_ 

Hercuto* Inc. 58cta. 

London 8 Now York Cortv. Tat 
9% 2nd Mtg. Deb. 87/92 4£pc. 
M & Q Commod i ty 8 General 
Fd. ZBp 

Now Zealand 11*2% (Bog.] 
2014 5.75PC. 

Hendd 0% 1st Dab. 91/96 4pc. 
Royal Dutch Petroleum (Reg.) 
FLZ35 

Do. (Br.) FUL35 
Sotheby's Hldga. (Reg.) iSets. 
Treasury 8% 2009 4pc. 

■ WEDN ESDAY 
SEPTEMBER 28 

CH industrials 3.823p 
Exchequer 12 V, % 1988 
e.123pc. 

Gold Fields Properly 3.73738p 
Gold Fields of S. A. ISOcta 
KalKburton 25cta. 
Hewlett-Packard 1. Sets. 

Jersey Phoenix Tst Z12Sp 
New Wits 6.86187p 
Oritlame Inti. SA (Reg. Lux.) 

OP 

Do. (Br.) 8p 

Trafalgar House fllg% Uns. 

Ln. 2000/05 4.75pc. 

Da 6% Uns. Ln. 94/99 4pa 
Treasury 13*2% 2804/08 
8.7Spc 

Vaux9^% Deb. 2015 
4.8375pC. 

DO- 10*,% Deb. 2019 SXTSpc. 
Do. 114,% Deb. 2010 &875pc. 
Vogetstniltbult Metal 5.l90B1p 

■ THURSDAY 
SEPTEMBER 2? 

Bradsteck Z5p 
Cardiff Automobile 
Receivables Sec. (UK) Fttg. 
RetaHts. 1995 £321.71 
Mersey Docks & Harbour 
8*% Red. Deb. 98/99 3.3750C. 
National 8 Provincial Bldg. 

Sac. Fttg. Rate Nta 1996 

£189.83 

Nationwide Anglia Bldg. Soc. 
Rig. Rata Nts. 1998 £189.28 

■ FRIDAY 


Q UEEN ELIZABETH D 
CONFERENCE CENTRE LONDON 


Ptosse nets that the original proxy signed by 
or on tMturif ot toe creditor must be lodged 
at the addreea mentioned; phoioeopleA 
(intriudhig taxed ergriee) ere not acceptobfo. 


OCTOBER 4-5 

Etfabtiafriag strategic a ffi a n c e s in Eastern 
Europe's emerging market economies. A 
conference far chief executives aid 
finance dii ectora Involved in rievek yin g 
Eastern European markets. 

Now Conimoghi Rooms. 

London WC2 

Contact Centaur Conferences on 
071-434 3711 LONDON 


OCTOBER 17 


OCTOBER 13-14 


N J Voght 

Joint Admtiristolive R eceiver 
Oete: U Sepwnriaer 1080 


First European Conference on Generic 
Risk. Hotel International. London Wl. 
Contact Technology For um Ltd 
(081-900 15551 


International Conference on the 
Automotive Indusny and The 
Environment Intercontinental Hold. 
144-71 224 1878) 


Address to which proxies shored bs deftv- 
ared: 

Corn Gully. 0 Ora yd rare Road. Reading, 
BmtaVflre not 1JG 


GENEVA 


OCTOBER 8 

Assessing the impaa of e n viro pm cnnl 
p te asi i r es on corporate p erf or ma nce. A 
conference for fund managers, analysts 
and finance directors of public 
companies. 

London Marriott HotoL London Wi 
Contact Centaur Conferences on 
071-434 3711 LONDON 


OCTOBER 24 

Strategic Coa Analysis 

How to develop ■ cos management 

approach 

Cafe Royxk. London 
Contact; Jane HaU. 

CTMA Mastertouraeo. 071-837 231 1 


DECEMBER 7 

CAPITAL PEOPLE. 

The la European conference on Homan 
Resource Strategies in Firatvtiol 
Service*. 

Telephone Lynn BrooLToachBcoo 
RxbibiDocs & Conferences Lrd. 

081-840 3888 

LONDON 


TECHNOLOGY 
IN THE OFFICE 


The Financial Times 
proposes to publish this 
survey on: 


5th October 1990 


OCTOBER 8-10 


OCTOBER 25-26 


OCTOBER 16 


Sixth annual Grain Market Conference. 
Featuring a Live Video Satellite 
Conference with Henry Kissinger, 
Clayton Yeuoerand Raymond 
MacS berry. 

Contact Alain Galnski, Btusads 
322 736 5185/521 J 


The 5th Annual Tolley Taxation 
Conference - intensive updating; for-tax 

prafewknah. 

The Royal Lancaster Hotel. London Wz 
Conner Louise Gill on (081-680 5682) 


Accounting far Unli Linked Lift 
Assurance - an bUudKtiQA* 

Second Annual Conferenc e . 

Cafe RoyaL London Wl 

Enquiries: Oracle Busokm Infdnnatioc 

(071-7923105) 


For a full editorial 
synopsis and advertisement 
details, please contact 


Andy Barrons 
on 071-873 3201 


or write to him at 


BRUSSELS WASHINGTON 


LONDON 


LONDON 


To advertise in this section 
please telephone 
Mark Hall-Smith 071-873 3580 


Number One 
Southwark Bridge 
London SE1 9HL 


FINANCIALTIMES 

i uxors t luuNin nimimhi 


Alexander A Alexander Serve. 
2Scts. 

Do- Clew C 13.4Tp 
Arlan X3p 

Aon ley (Net) Cnv. Red. Prt. 
4.129p 

Audax Props. 11% Qtd. Deb. 
2021 Series A R5pc. 

Do. 11% Gtd. Deb. 2021 SuSpc. 
BPB Inds. 7^% Deb. 88«1 
3.62SPC. 

Do. 10V% Deb. 94/99 SJ76pc. 
Do. 10^% Deb. 97/2002 
5.125pc. 

Bank for Arbeit und Wlrtsctian 
AG Sub. Fffg. Rate Nta. 2000 

*477^2 

Black > Decker lOctS. 
Bowthorpe Mdgs. 6% Deb. 

| 88/90 4pc. 

Bristol Evening Post 103«% 
Mtg. Deb. 91/96 5J75pa 
British Alrwsye Capital 93«% 
Cnv. Cap. BdS. 4BB8356pa 
CLP Yeoman/Yeamen Hldga. 
4.15P 

Canadian Imperial Bonk of 
Commerce Png. Rate Dap. Nts. 
2005 $431.00 
Central & Sherwood O.lp 
Continental Illinois O' sees Ra 
NV Gtd. Phg. Rata Sub. Nts. 
1994 $218.44 

Crystalats HMgs. 8L% Cnv. 
Urn. Ln. 2003 4.125pc. 

ECCXBp 

EMAP 7*4% Deb. 88/91 
a625pc. 

Electric 8 General Inv, 2p 
Ptenting daverimuse inv. TsL 
3J* 

GWO’sess Rn. NV Old. FKg, 
RoteNtL 1994 8450^ 

Oeneral Motors Acc. 
Continental 11 Nta- 28/ 

W92 $.82Spc. 

Genesis Emerging Mkta. Fd. 
Pig. iScts. 

Girozantrale Und Bank Der 
Qst Spark Flto- Rate Nts. TW1 
*21 JO 

Globe Inv. TsL 10% Deb. 2016 
S0G. 

00. 11^% Un».Ln.90«5 

5.75PC- 

Grafton 2.5p 


$450.42 

Kiehrwort Benson Fin. BV Gto. 

FUg. Rate Nts. 1996 544868 
Lend Securities 10% 1st Mtg. 
Deb. 2025 5pc. 

Do. 9% 1st Mtg. Deb. 96/2001 
4.5pc. 

Do. 0L% 1st Mtg- Deb. 93/ 

98 3.12SOC. 

Oo. 842% Uns. Ln. 92/87 
4JSpc. 

Do. 6^% Uns. Ln- 94/gg 
5.125pc. 

Logitok2.6p 

London Cremation 10% Prt. 
85p 

Lookers 2p 

Martin Martens 33.7Scts. 

Merlin inti. Green Inv. Tst 1.5p 
Mid-Sussex Water 3.325% 
(Fmly. 44< %) Imd. Prf. 1.6625p 
Milk Marketing Board Fttg, 

Rate Nts. 1903 El 07. 77 
North American Gae Inv. Tst 
1.12S0 

Northern Telecom Sets. 
Oceonics 9\|% Red. Prf. 1093 
4.625p 

Palmerston Hldga. 5.75p 
Public Service Enterprise 
52cts. 

Radius 0.9p 

River & Merc. Geared Cap 

& Inc. Tst 1.4p 

Royal Bank of Canada Fttg. 

Rate Debs. 2005 $8888 
Royal Bank of Scotland Ser. 

A Dollar Prf. 7( L3125cts. 
Scotland Inti. Fin. BV GW. F1W. 
Rate Nts. 1992 5226^1 
Scottish Cities Inv. Tst 5% 

Prf. 1.75p 

Scottish Lite Assurance 7lg% 

Uns. Ln. 97/2002 3.S62Spc. 

Scottish National Tst Stepped 

Prf. 2.7562SP 

Oo. 10% Oeb. 2011 5pc. 

Securtcor o.eiep 

Da A NV 0.616p 

Oa. Big % Prg. Prt 2J776p 

Security Serve. 1 JSIp 

S. A. Breweries 7% Red. Prt. 

2. Sets. 

Southend Property Hldga. 

2-2Sp 

Do. PM. 3.7£to 
Stale Bank of New South 
Wales 1414% Sub. Nta. 1999 
7.12Spc. 

State Bank of Victoria Qtd. 

Und. Var. Rato Cap. Nta. 

$226.04 

3 lave le y Inds. 5V% Prt. 

1.837Sp 

Do. 7lj% Uns. Ln. 86/91 
3.75pc. 

Da7>2% Una. Ln. 88/93 
3.75pc. 

Sutherland Hldgs. Q.efip 
TH Trustees 1.9p 
TSB Perp. Fttg. Rate Nts. 

£386.75 

Temple Bar Inv. Tst 4-lp 
Tor fay. Tst 6% Prt. 2. Ip 
Da 4*|% Prf. I.BSSSp 
Untdare 3:9p 

Untied Kingdom FKg. Rats Nts. 

1996 $207.64 

Vantage Securities a^> 

Vlckera 5% 1.76p 

Da 5% Prf. (Tax free to 30p) 

Wp 

Oa S% Prf. 1.76e 

Wan) White 3*z% Rea. Prf, 

48/2000 1.750 

Wdlls Fargo Fttg. Ran Sub. 

Cap- Nts. 1997 *214.66 
Do. Fttg. Rato Sub. Nts. 1992 

$03.37 

Do. FH0- Bate Sub. Nts. 2000 
$94.17 

WJntruatSjOp 

Yorkshire Inti. Rn. BV Gtd. 

Fttg. Rato Nts. 1994 Cl 88.54 


Unigroup 

kdMfcni: 

Blllam (J.) 

Sodding ton 
BSGlnti. 

Garbo 

Clifford Foods 

Dagenham Motors 

□encora 

Eve red 

FBD Hldga 

Geest 

Hampden Homecare 
Hogg 

Hopkinsons 
Kingston Dll & Gas 
Serif Cowells 
Spirex-Sarco Eng. 

TD5 Circuits 
Worcester 
World at Leather 
■ THURSDAY 
SE PTE MBE R 27 
COMPANY MEETINGS: 
Budgens. Butchers Hell, 
Bartholomew Close. E.G_ 

11.00 

Dixons. Royal Lancaster Hotel, 
Lancestar Terrace, W„ 11.00 
Bectilc & General Inv.. 3 
Finsbury Avenue. E.C., 12J0 
Ellis & Eve rad. Farmers & 
Fletchers Uvory Hall. 3 Cloth 
Street. E.C., 12.00 
Greycoat, Leconfleld House. 
Curzon Street. W.. 12.00 
Palmerston Hldgs., Covent 
Garden Exhibition Centre, 
Great Queen Street, W.C„ 
10.30 

Pletignum. 20 Greenfield, 
Roymon, Herts., 10.00 
Smith (David S ). The SL 
dames Court Hotel. 
Buckingham Gate. S.W. 10.15 
Stewart & Wight. 1 Hobart 
Place. S.W, 11 JO 


Green Property i.2p 
Groan ha von Securities 7^% 
Uns. Ln. 91/96 3.75pa 
Grindlays Eurofinance BV Fltg. 
Rate Nts. 1992 5451^4 
Halifax Bldg. Soc. Fftg. Rato 
Ln. Nta. 1996 (Ser. B) £392.70 
Do. Fltg. Rate Ln. Nts. 1996 
(Ser. A) E57.84 
Hay (Norman) 0-5p 
Higgs « Hill 8 V % Oeb. 89/ 

94 4.125pe. 

Oo. B% Uns. Ln. 89^4 4pa 
Hill & Smitii Hldga. 1.9Sp 
Invicta Sound 0.75p 
IOM Steam Packet 2p 
Jones, Stroud Hldga. 10% Prf. 
Sp 

Kakuzl 70Kncts. 


Do. 10%% Deb. 2016 5.1875pa 
Do. 3%% Deb. 87/90 1.623pC. 


Do. 3% % Deb. 87/90 1 JB5pa 
Do. 8% % Deb. 07/92 4.l25pa 
Do. 7%% Uns. U1. 92/97 


Do. 4*2% Uns. Ln. 92/97 
205pc. 

Bellway 9*2% Red. Prt. 2014 
4.75pC. 

Blbby (J.) 4.2% Prf. 2.1p 
Blrmid Oua least 7*2% Una. 
Ln. 87/92 3.75pc. 

Blackwood Hodge 54i% Prt. 
2L875p 

Boddlngton 4% Oeb. Perp. 

BoolB7*% Uns. Ln.88^3 
3J75pa 

Boot (Henry) 5^% Prf. 
JL62Spa 

Boscombe Property 5% 1st 
Prf. 1.75p 

Bristol & Warn Hotels 7\ % 

1st Mtg. Deb. 87/92 3_875pc 
British Inv. Tst 11 ^ % Sea 
Oeb. 2012 5^B2Spa 
British Land 10^% DM. 1st 
Mtg. Deb. 2019AM 5.2Spc. 
Brixton Estate 1i%% 1st Mtg. 
Deb. 2018 5S7Spc. 

Brown (John) 4%% Sec. Ln. 
2003 2.4375pc. 

Do. 5%% Sea La 2003 
2£125pa 

Bruntctote tovs. 7% Prt. 2Mp 
Burton wood Brewery 8% % 
Deb. 89/94 4.12Spa 
Cable ft Wireless 7% Cnv. 

Uns. Ln. 2008 SSpa 
Century OUs 5*«% Prt. 2.825p 
Churohbury Estates 9% Uns. 
Ln. 2000 4.5pc. 

City site Estates 10% Cnv. 

Rod. Prt. ip 

Do. 5*4 % Cnv. Red. Prf. 2£2Sp 
DO. 10«2% 1st Mtg. Deb. 2017 
5JKpa 

City a Commercial Inv. Tst 
3JJ3p 

City & Westminster 10% Cnv. 
Una. Ln. 1998 5pc. 

Coats Vtyella 4^% Prf. 2.450 
Continental Bank 25cm. 
Courtaulds Coatings HMgs. 
8*4% Una. La 90/85 4.iZ5pc- 
Courtaulds 74 , K Deb. 89m 


Do- 74i % Una. La 2000/DS 
3-875pc. 

Courts (FurnlsfMrs) 3.17p 
Coerte (T.) 10la% Cnv. Red. 
Prf. 5.25p 

Credit Fonctor De France 
145,% Gtd. La 2007 (Reg.) 
T37Spc. 

Crosby WoodDeid 10% Prt. 

$P 

OAKS Simpson 5% Prt 1,750 
awenports Brewery 4% Deb. 
2pe. 

Oa La Rue 2L45K Prf. IJasp 
De*tonhatns8*s% 2nd Deb. 
90/95 3.12SPC. 

Drayton English & Inti. Tst 
51a % Prf. 1J92SP 
DO. 8%% Pit. 4.<375p 
Do. 10%% Deb. 2014 &31230C. 
Drummond 8% Prf. Z-6p 
Eastern inti. Inv. Tst 8^ % 
Oeb. 82/97 4.7Gpa 
Ellfofll (B.) 7\,% Deb. 00/95 


■ SATURDAY 
SB*TBUBCR2S 
Allied London Props. 8*3% 
Cnv. Uns. La 1909 4£5pc. 
British-Anterlcan Tobacco 5% 
Prt. l.TSp 

Qwufwood Alliance Hldgs. 
?J 2% Una Ln. X75pa 
Guaranteed Export Pin. 12%% 
QM. Lrr. 2000 (Reg.) 6.4375pc. 
Do. 12^% Out La 2002 (Br.) 
&4375pa ' 

Ittvostore Capital Tat 7U% 
Deb. 92/97 3^2Spa 
Manchester 3% Red, 1928 (or 
after) i-5pc. 

New Frontiers Dev. Tst 0^% 
Cnv. Uns. Ln. 2010 aas^ , 
Prospect inds. aip 
Shires Inv. 11% Cnv. Una. Ln. 
2003/04 S.Spc. 

Tendring Hundred Waterworks 


Do. 6*2% Deb. 88/9Q SL2Spc. 
ERta & Everard 5% prf. 1.75- 
Emhart6% Prt. 2.ip 
&nplre Stores 8^ % Deb. 91/ 

96 4.3rapc. 

Do. 6%% Dab. 86/90 3.4375pc, 
aiglWi A Scottish Invesiora^ 
5% Prt. 1.7Sp 

Essex Water 0 S 8% FfodL Prt. 
1BB3 4£12fip 

European Home Proas. 8%% 
Rad. Prf. 2001/05 4.4373o 
Da 5V% Cnv. Red. Prf. 2008/ 
112.625p 

Euston Centre Props. 10.4% 

1m Mtg. Deb. 92«7 s^pa 
Ewart Uns. Ln. 90/95 
4.2&PC. 

Exchequer 12%% 1990 
&.125PC. 

F 4 C Eurotnuct 5^ % Cnv. 
Una Ln. 19B6Z875pc. 

Fine Spinners 4 Doublers 4% 
lot Mtg. Deb. Red. 2pc. 

Ffeons 5^% Uns. Ln. 0004/ 
092J375PC. 

Foreign 4 Col. Inv. Tst 5% 


Sutherland, Aaron Hall, 
Worksop Road, Aston. 
Sheffield, 11.00 

Wavertoy Cameron. The Hilton 
National, Belfort Road. 
Edinburgh. 12.00 
Williamson Tea. Great Eastern 
Hotel. Liverpool Street E.C.. 
12.00 

BOARD MEETINGS: 


Bailey (Ben) 
Beazer 
Brierfey Inva 
Close Brae. 
Halstead (James) 
Uncat 

Sinclair Goldsmith 


AmDrft Inti. 

Bedford (William) 

Brent Walker 
Camellia Inva 
Capital 4 Regional Propa 
Clailt, Nlcholls 4 Coombs 
Claytorm Props. 

Commercial Bank of London 
Dolphin Packaging 
E) Ora Mining 4 Exploration 
Exploration 

F 4 C Pacific Inv. Trust 
Great Southern 
Harding 

Martin Currie Pacific Trust 

Redland 

SJntrom 

Sykes Ptokavant 
T 4 S Stores 
TV-am 

Thurgar Bardex 
Trusthouse Forte 
United News 
Vickers 
Whatman 
■ FRIDAY 


Beales (John). Boutmnt - 
Works. Radford Boulevard. 
Nottingham, 1200 
BTS. 344 Kensington Hgh " 
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Bold civic 


statement 




/ marine yourself the 
builder of one of the 
peat Victorian town 
halls or Britain taking a 
rest outside one of the magnifi- 
cent edifices in Manchester 
Leeds, Cardiff. Belfast or Roch- 
dale. Glancing up at your tow- 
ering achievement, what a 
sense of pride you would feel 
in your town and in the civic 
virtues embodied in your great 
municipal cathedral 
New town halls today are 
rare and sadly tend to be seen 
as the home of the wicked poll 
tax collectors or as under 
Siege, starved of funds by cen- 
tral government It is hard to 
believe that a capital city of 
the size and importance of Lon- 
don has been forced by central 
government to sell its great 
seat of government, the 
County Hall, to the highest bid- 
der for conversion into Oats 
and offices. Greater London 
has no overall government and 
the decline of public services 
surely reflects the absence 
of any focus of civic 
pride. 

It is therefore unusual to see 
a brand new town hall 
designed as the result of an 
architectural competition and 
built at the height of the poll 
tax rows and troubles. In the 
little town of Epping. in Essex, 
a small, but major, new civic 
building is now complete and 
almost fully occupied. The 
Epping Forest District Council 
held the competition in 2984-5 
and in their brief asked for a 
“high quality design appropri- 
ate to its situation and set- 
ting.” Richard Reid Architects 
were the winners, a firm that 
is based in Kent and best 
known for Its unusual mixture 
of an understanding of the 
WngH«h traditional vernacular 
and an awareness of interna- 
tional architectural style and 
fashions. Richard Reid has 
always been eager to find a 
way of utilising his under- 
standing of townscape to 


design new buildings that fit 
into their settings. The civic 
offices he has built fbr Epping 
District Council are a strong 
and bold statement that puts 
Epping onto the international 
architectural map, and an exer- 
cise in “townscape enhance- 
ment." 

The town ball is on the cur- 
rent architectural map for 
another key reason. It 
embodies to a degree the cur- 
rent architectural dile mm a it 
follows the ideas of traditional 
building forms while at the 
same time adopting industria- 
lised contemporary building 
methods. We are all becoming 
familiar with the steel or con- 
crete frame clad in cavity brick 
construction or panels of 
suspended stone. We know 
that the building structure is 
sucb that it could be clad with 
glass or plastic but we have to 
try and believe the illusion 
that is built of bricks and solid 
masonry. It is a curious 
dilemma. The Modem Move- 
ment spent a lot of time trying 
to convince the world that 
architecture was visible, func- 
tional structure. The post-mod- 
ern architect tries to compli- 
cate the structural tradition by 
hanging a variety of clothes on 
the invisible bangers. 

It is not the architectural 
theory or debate that will con- 
cern most visitors to Epping. 
They will want to know two 
things: what does the new 
town hall look like and how 
well does it fit into the town? 
The town is still a handsome 
market town with a wide high 
street lined with agreeable 
inns and shops. Some of the 
shops are gabled and many are 
of painted weather boarding. 
There are two strong features 
that you cannot fail to notice 
- the Victorian water tower 
and the great tower of the par- 
ish church of St John the Bap- 
tist designed by the great 
church architect of the turn of 
the century, G. F. Bodley. This 



A third tower for Epping: Richard Reid’s fine new town hall 


is a particularly striking tower 
with battlements and great 
decorated windows. The site 
for the town hall is at the 
northern end of the High 
Street where it widens out onto 
a large green where there are 
some good original Georgian 
houses and a lot of less interst- 
ing neo-Georgian ones. 

It seemed right to the archi- 
tect to give his design a large 
tower of brick. I think he was 
right to add a third great verti- 
cal statement to the town. It 
could be seen as representing 
civil government alongside the 
spiritual and utilitarian aspira- 
tions of the other two towers. 
This tower is four sided rising 
up to a smaller octagon above 
the clock. It is topped by a bold 
stone cornice and the top row 
of windows is a viewing room 
where the public can watch the 
gradual removal of London's 
Green Belt. There is also a 
grim reminder that London's 
country towns are really sub- 
urbs serving the Great Wen. 
You can see the rising tower of 
Canary Wharf - the cruelly 
out of scale tower that so 
clearly demonstrates the 


unplanned growth of Loudon's 
Docklands. 

At ground level the tower is 
alongside the very handsome 
main entrance arch and the 
protruding curve of the cream 
rendered council chamber wall 
These three elements each 
mark a significant function of 
the town hall and express it 
clearly in architecturally dis- 
tinctive ways. A fourth ele- 
ment, the “mayoral” suite and 
chairman's office are also 
clearly expressed by a stone 
and rendered projection from 
the brick. Considering that a 
large part of the rest of this 
building is simply offices, I feel 
that Richard Reid has achieved 
a great deal by giving the town 
hall a real sense of civic 
authority without making it 
grandiose. 

Inside, the finest architec- 
tural achievement is the horse- 
shoe shaped lofty council 
chamber. The detailing of the 
furniture and the carefully 
planned inclusion of public gal- 
leries and the respectful use of 
colour make this a very fine 
room. Public waiting areas 
have an unusual character - 


the striped pink and white 
atrium is redolent of much 
American post modernism and 
has no particular connexion 
with the locality. There are 
only two commissioned works 
of art, agreeable figurative pan- 
els that portray local myths 
and legends by a local artist, 
Irene Reeve. There was surely 
scope for more decorative and 
commissioned work. 

I have some problems with 
the overall scale of town hall 
in relation to the domestic 
nature of the site. The tower is 
strong and effective and the 
architectural articulation of 
the main facade is excellent, 
but the use of primary colours 
for the paintwork is pointless 
following of fashion and takes 
away from the seriousness of 
the design and composition. 

Epping has acquired a build- 
ing very much of our times 
that adds a strong architec- 
tural note to a modest town. I 
felt that the people Epping 
were lucky to have found Mr 
Reid, although I sense they are 
still feeling rather surprised. 

Colin Amery 


Leeds Competition finals 

LEEDS TOWN HALL/BBC2/RADIO 3 



Talent-spotting aside, the most 
remarkable thing about this 
year’s Harveys Leeds Interna- 
tional Pianoforte Competition 
was quite unforeseen and unfo- 
reseeable, and surely a first- 
ever. A mass audience - the 
BBC’s, in prime time on a Fri- 
day and a Saturday - was 
treated to an intensive course 
on Schumann's piano concerto, 
and in the perfect format. No 
bleeding extracts, no tenden- 
tious musicology, no verbal 
attempts to articulate the obvi- 
ous or the inaudible; just four 
complete, rewardingly distinct 
performances, their differences 
- by no means always for 
“better" or “worse” - under- 
lined by their having the same 
conductor and orchestra. 

With his City of Birmingham 
Symphony, Simon Rattle 
played up to each of his solo- 
ists in turn with a flexible sym- 
pathy that was nothing short 
of astounding. There are opera 
conductors with the knack, but 
among the famous podium 
maestri of the day 1 doubt there 
are more than two or three (if 
that) who could match Rattle’s 
feat Inevitably there was one 
pianist whose way with the 
Schumann was temperamen- 
tally most attuned to Rattle, 
the 20-year-old German Lars 
Vogt (the second prizewinner), 
and together they generated a 
performance of glorious, crack- 
ling vitality. 

It was good to hear Haesun 
Paik (fifth prize) in broadcast 
sound that revealed her sensi- 
tive virtues - heard live in the 
semi-finals, her lightweight 
tone and nervy fingers hadn’t 
been flattered by the boomy 
Town Hall acoustic. Schu- 
mann’s finale nevertheless 
stretched her to the limit. That 
was where Balazs Szokolay, 
the Hungarian E. T. -clone, 
struck his brightest form. In 
the most lyrical passages he 
was tight-lipped; but the fourth 
prize was fair enough for an 
idiosyncratically brilliant per- 
former who will make his own 
way. 

Probably Eric Le Sage, an 
immensely cultivated scion of 


Leeds winner, Artur Pizarro 

the great French Schumann 
tradition (Schumann's piano 
music was honoured in France 
while the Brits were still imi- 
tating Mendelssohn), found the 
least natural rapport with Rat- 
tle. His serene, liquid address 
missed no musical point, but 
by the finale it was dear that 
the collaboration would remain 
a temperate affair, and he 
earned third prize. Yet Le 
Sage's Camaval in the semi-fi- 
nals had been seriously excit- 
ing; I tried to imagine how his 
concerto might have gone 
with, say, Jean Foumet as con- 
ductor. 

The finale of Beethoven's 
Concerto no. l, the choice of 
young Andrei Zheltonog (sixth 


prize), was downright deflated; 
he seemed to have been dis- 
couraged by earlier mishaps, 
tboagh his real quality had 
been audible in the pensive 
Largo. No mishaps were expec- 
ted with Artur Pizarro, the 
winner. Though he struck the 
occasional clanger in Rakh- 
maninov's Third, he is already 
a kind of master-pianist - and 
dared to take on the monstrous 
alternative cadenza; the under- 
lying wildness of the concerto 
was felt. His precocious author- 
ity, his evident passion for the 
work and and his fine-tuned 
conductor-partner secured a 
ringing result. 

David Murray 


Meredith Monk 


Consort of Musicke 

WIGMORE HALL 


The authentic movement is 
approaching true respectabil- 
ity. At a time when perfor- 
mances on period instruments 
are starting to become gener- 
ally accepted even in the clas- 
sical and early romantic reper- 
toire, it is useful to be 
reminded that the pioneers in 
the field are coming of age. 

The Consort of Musicke is 21 
this year. The souvenir booklet 
for its three evenings (phis 
Sunday morning coffee con- 
cert) at the Wigmore Hall over 
the weekend included a chro- 
nology of achievements that 
leaves no doubt as to the for- 
mative influence the group 
enjoyed in its early years. Hie 
(■Rang in g membership that it 
documents also shows how the 
emphasis of the group has 
gradually shifted from instru- 
ments to voices. 

In these four concerts the 
focus was exclusively on the 
six singers of the madrigal 
group* except for the opening 
Monteverdi evening which had 
instrumental accompaniment. 
With lutes, chitarroni, harp, 
organ and harpsichords, that 
would have been a fairly lavish 
affair in Monteverdi's day and 
the occasion was used by 
Anthony Rooter to make some 
pointed comparisons between 
the financial status of the arts 
then and in 1990. 


The single opus on the pro- 
gramme was Monteverdi's 
Sixth Book of Madrigals. 
(Rooiey, founder of the Consort 
of Musicke, was among the 
first to favour integral perfor- 
mances of an original publica- 
tion.) In this music the quality 
of the singing, the artists' 
sense of balance and respon- 
siveness to one another, hardly 
needs further commendation, 
though the emotional power 
they get from a piece tike 
“Zeliro toroa” still hits one 
afresh each time. 

Item by item the remarkable 
variety of Monteverdi’s imagi- 
nation was done full justice; 
the pain and drama of 
“Ariadne’s Lament,” the light 
jocularity of “Qui rise, o Tirsi”. 
The only serious regret is that 
it was not possible to hear 
more of the Italian words. It 
really Is ironic to sit wondering 
what an important line said 
and then look down at the pro- 
gramme to find it was “My 
words were borne away upon 
the wind.” 

On Saturday the performers 
turned their attention to Vec- 
chi and his humorous 
sketches. Enjoyable though 
these were, 1 tee) there is some- 
thing false about pieces of this 
kind being given like a charade 
with movements and self-con- 
scious grins in the context of a 
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ARTS GUIDE 


MUSIC 

London 

Quorum. Julia Muon (clarinets). 
Martin Pring (violin), Hugh 
McDowell (cello), Andy Spiceley 
(piano) with Martin Harvey 
(trombone) (Mon). Purcell Room 
(928 8800). 

Tbe London Classical Players 
conducted by Roger Norrington 
with Melvyn Tan (fortepiano), 
plays Brahms and Mozart (Tae). 
Queen Elizabeth Hall (928 8800). 
goyal p hilhar monic Orchestra 
conducted by Mark Elder with 
Elizabeth Connell (soprano). 
T.inrla Finnie (mezzo-soprano), 
Edmund Barhum (tenor), Willard 
White (bass) plays Verdi's 
Requiem (Wed). Royal Festival 
Hall (928 8800). ^ 

Sir Michael Tippett 85th Birth- 
day Concert with The London 
Bach Orchestra. Conducted by 
John Lubbock with Teresa Cahill 
(soprano). Programme includes 
works by Corelli, Tippett and 
Mozart CThnr). Barbican Hall 
(638 8891). 

Paris 

Zurich’s Collegium Muslrnm 
conducted by Raul Sacher. Mar- 
tin JJutiUeux, Honegger (Mon). 
Theatre des Champs Elysdes 
(47203637)- . 

Peter Schreier recital (Mon). 
Salle Gaveau (49530507). 

Michael Ponti, piano. Chopin, 
Tchaikovsky (Wed). Salle Gav- 
eau{«530507). 

Ghent Vocal Collegium con- 
ducted by Philippe Herrewegha. 
Schutz (Wed). Saint-Louis des 
Invalided chapel (42302308). 
Orcbestre de Paris conducted 


public concert today. One of 
the most difficult issues yet to 
be tackled by the authentic 
movement Is how to reproduce 
the atmosphere of an original 
performance. 

Still, thanks to the Consort 
of Musicke and the other 
groups that have followed in 
their wake, there is now an 
audience for this music. If it 
was not as large a gathering at 
the Wigmore Hail on Saturday 
as it might have been, that was 
no reflection on the quality of 
the music-making. Rooiey may 
have put up a spirited defence 
of the need to charge higher 
prices, hut £21 as a top price is 
a bit steep - even for a 21st 
birthday. 

Richard F airman 


Long at the Tate 

Richard Long, winner of the 
1989 Turner Prize, is to install 
three new works at the Tate 
occupying the entire length of 
the sculpture galleries. He is 
the first artist to be invited to 
fill this entire area, and the 
works can he seen from Octo- 
ber 3 to January 6 1991. 

A retrospective of Long’s 
work will be presented at the 
Hayward Gallery from June 13 
to August li 1991. 


by Semyon Bychkov, Orchestra 
deParis choir conducted by 
Arthur Oldham. Mozart, Bee- 
thoven (Wed, Thur). Salle Pleyel 
(.45638873). 

Orcfaestre National de France 
conducted by Manuel Rosenthal, 
Anne QueEfelec, piano. Debussy 
(Tbur). Theatre des ChampsEly- 
s$es (47203637). 

Picardy 

Tbe 3rd Cathedrals’ Festival 
brings oratorios, masses and can- 
tatas to the cathedrals of Laoo, 
Senlis, Abbeville, Soissons and 
Compiegne. Ends Oct 5. Free 
telephone information 1052255220) 
and locally. 

Amsterdam 

Mariana Lipovsek (mezzo) 
accompanied by Gerard Wyss. 
Von Einem. Brahms. Mussorgsky 
(Tve). Concertgebouw (781 345). 

Utrecht 

Rotterdam Philharmonic with 
Frank Peter Zimmermann (vio- 
lin). James Conlon conducting. 
Strauss, Mozart (Thur). Vreden- 
burg (31 45 44). 

Brussels 

The Festival of Flanders has 
evolved over the past decade 
into a major European music 
festival. It will continue through 
the autumn with concerts and 
opera in auditoria, museums 
and chateaux across Belgium. 
BRT Philharmonic Orchestra 
conducted by Alexander Rahbari 
with Don -Sul; Kang in a pro- 
gramme of Debussy. Nielsen and 


The Marquis of Keith 

Gate Theatre 


Fearsome-looking (block- 
headed, hair cropped, side- 
burns like scars), Garry Cooper 
bursts out of the tiny Gate 
Theatre with his frightening 
and mesmerising interpreta- 
tion of the title role in 
Wedekind’s play. 

It is Munich in 1899 and the 
Marquis is simultaneously at 
the centre and at the edge of 
the bizarre cafe society of the 
German city. In his own words 
“a cross between philosopher 
and horse thief," he is a 
cripple, a confidence trickster 
and an impressario, promoting 
his ambitious project - a 
Hall of Wonders in which 
his artistes can perform - to 
a shifting gallery of puffed 
up grandees and social 
climbers. 

The amoral Keith may not 
be a marquis - he “came into 
the world a mongrel" - but he 
has no less valid a claim to a 
place in the Bavarian beau 
mon.de than the other mongrel 
counts and countesses. Social 
positions are unstable in this 
world, promotion and demo- 
tion rapid: from shop girl to 
diva, from jail bird to police 
commissioner. 

Short of cash and unable to 
sell another Expressionist 
painting to tide himself over, 
Keith takes on the task of 
transforming the spineless and 
chinless Scholz (Adam Black- 


wood) into a bon viveur, 
accepting the commission with 
a mixture of distaste (for 
Scholz) and relish (for the 
money). Cooper plays the mar- 
quis more as horse thief than 
philosopher. 

By contrast, when the acci- 
dent-prone Scholz injures his 
leg during a firework party to 
launch Keith's project he sim- 
ply becomes more ridiculous, 
for instance in his attempts to 
seduce Matilda Ziegler’s allur- 
ing singer, a scene the director 
Mark Dornford-May is not 
afraid to milk for the laughs it 
deserves. 

Dornford-May ’s production 
of thjs new translation by 
Steve Gooch is sure footed 
when it comes to this theme of 
self-confidence and confidence 
trickery. A strong cast con- 
jures up the fragile atmosphere 
of a society in flux with great 
convtctiou, helped by Claudia 
Mayer’s versatile design. 
Where they struggle is in con- 
vincing us about the attraction 
of tbe Marquis. But this is a 
small flaw in an exciting pro- 
duction. Any impressarios out 
there with an empty Hall of 
Wonders should take note: this 
play deserves a larger arena 
than the Gate, if only to 
accommodate Garry Cooper's 
performance. 

Andrew Hill 


Ravel (Frij. Palais des Beaux- 
Arts. 

Ensemble Instrumental de 
France conducted by Aldo Cicool- 
ini (plana) performing Mozart 
(Tuesl. Palais des Beaux- Arts. 
Manr)zio Pollini (piano) plays 
Beethoven. Boulez and Webern 
(Wed). Palais des Beaux-Arts. 

La Petite Band and the Flanders 
opera chorus conducted by Sigis- 
wald Kuljken perform Haydn’s 
Die Jahrczeittn (Thur). Thfiatre 
Royal de la Monnaie. 


Antwerp 

Festival of Flanders. Alban Berg 
Quartet play Bartok and Mozart 
(Sat). De SingeL 
Luclano Pavarotti (tenor) with 
The Flanders Philharmonic 
Orchestra conducted by teone 
Magi era. Andrea GriminelU 
(flute) (Sat). Spoitpalels (091-25 
77 80). 

Gant 

■ini Hard String Quartet perform 
Hindemith, Mozart and Ravel 
(Tues). Festivalhal Bifloke-abdiJ 
(091-25 77 80). 

Berifin 

Dietrich Fischer-Dieskau Lieder 
recital, accompaniedby Hartmut 
Hfil In songs by Hugo Wolf 
(Tues). Opera House. 

Berlin philharmonic Orchestra 
under Kurt Masur with Arleen 
Auger (soprano). Strauss and 
Beethoven (Sat, Sun); and con- 
ducted by Pinkas Steinberg with 
soprano KarenAnnstitrag. Poul- 
enc and Stravinsky (Wed, Thor). 
Oper House. 


Frankfurt 

Frankfurt Opera and Museum 
Orchestra conducted by Garcia 
Navarro with Marcela Holzapfel 
(soprano) andAlicia de Latrocha 
(piano) play works by Hindemith, 
Mozart and FfcuUa (Sun, Mo at. 

Alto Oper. 

Frankfort Radio Orchestra 
under Erich Leinsdorf with 
Strauss .Brahms anti Stravinsky 
(Thur). Alte Oper. 

Milan 

Uio Ughi (violin) in a concert 
at Brahms and Richard Strauss 
conducted by Christian Thiele- 
mann (Fri). Teatro Alla Sca- 
la<80-9L26). 

Hermann Prey singing Bee- 
thoven and Brahms (Sat), Schu- 
mann and Wolf (Sun) and Schu- 
mann (Toes). Teatro Alla Scala 
(00.91-28)- 

New York 

New York Philharmonic con- 
ducted by Zubin Mehta with 
Florence Quivar (mezzo-soprano) 
and the Westminster Symphonic 
Choir directed by Joseph Flum- 
merfelt Mahler (Tue); Zubin 
Mehta conducting with Evgeny 
Kissin (piano). Schubert, Stravin- 
sky, Chopin (Tue); Marvis Martin 
(soprano). Barber, Strauss 
(Thur). Avery Fi sher Hall, Lin- 
coln Center (874 8770). 

Los Angeles Philharmonic con- 
ducted by Andre Previn with 
Itzhak Perlman (violin). Bee- 
thoven, Barber. W. Schuman 
(Tue); Andre Previn conducting 
with Emanuel Ax (piano). 

Stucky, Beethoven, Vaughan 
Williams (Thur). Carnegie Hall 
(247 7400). 


ROYAL FESTIVAL HALL 

Voice Over, a new British 
music festival, is designed 
simply to celebrate the human 
voice. Bulgarian, Indian, Rus- 
sian, jazz, new-wave - the 
range is wide. No stars of the 
operatic firmament are 
announced; though the public- 
ity doesn’t say as much, this 
festival is alternative. 

Certainly such a Voice 
Umbrella could have no more 
appropriate launch than Thurs- 
day night's, when Meredith 
Monk, with her vocal ensem- 
ble, presented a concert of her 
music, Book of Days. This 
music has vowels, consonants, 
syllables - but seldom words. 
Partly, she takes inspiration 
from the natural world; partly, 
she suggests language frag- 
mented and eroded; partly, lan- 
guage is what she seeks to 
transcend. You want her to 
arrange Aristophanes’ “breke- 
kekex” frogs' chorus; but for 
her that would be child's play. 

She began by herself. Of her 
12 short solos, all save the last 
were unaccompanied. She her- 
self has several voices, and she 


has developed elaborate tech- 
niques for all of them. You can 
hear how she has cultivated 
breathing, resonance, attack; 
but some of what she does is 
deliberately unclassicaL 

I guess that, if only she 
could, she, like Emma Calve, 
would go study with a castrato; 
but instead she has studied 
from birds, instruments, jazz, 
and several different folk tradi- 
tions. Shell add breathiness to 
one passage, sing while breath- 
ing in. or produce a rapid 
series of isolated notes like a 
woodpecker or gunfire. 

It is small-scale vocalism, 
and she uses a microphone. 
While she is alone, I never 
regret this. She’s a wholly 
absorbing performer, and, as 
you go on listening, you 
admire not just her accom- 
plishment but also her wide- 
ranging humanity. 

Two solos are in fact duets. 
Now she is high, young, now 
low, experienced and rebuking; 
and these things are the more 
affecting for being abstracted 
and wordless. You hear hints 


of jazz scat, folk ballad, Negro 
work song. And she can also be 
amazingly impersonal, as in 
tbe final solo in which she 
sings, breathes noisily and - 
simultaneously - playsajew's 
harp. A true virtuoso. 

The other three-quarters of 
the programme were with 
other singers, playing. with 
some instrumental accompani- 
ment. excerpts from works old, 
recent and still in progress. 
Monk's music often uses the 
steady pulse and repetition of 
minimalism - but. to her. 
metre is never a rut to stick in 
or a trance to float in. These 
compositions always built from 
simple to complex. 

To hints from one culture or 
period, they'd add aspects of 
others, until, time and again. I 
found my head happily brimful 
- when Monk would start a 
new tack. And often it was 
witty, lyrical or both. Nothing 
was more adorable than a 
Tokyo Cha-Cha. a hymn to 
“the most surreal of cities." 

AJastair Macaulay 


McCabe flute concerto 


BARBICAN HALL 

The latest National Tour of the 
London Symphony Orchestra 
- seven concerts in seven Brit- 
ish cities over nine days, led by 
the orchestra's chief, Michael 
Tiison Thomas (and sponsored 


September 21-27 


National Symphony Orchestra 
conducted by Mstislav Rostro- 
povich. with Beaux Arts Trio. 
Sibelius, Artyomov (Tue); Mstis- 
lav Rostropovich conducts with 
Justus Frantz (piano). Mozart, 
Shostakovich (Thur). Concert 
Hall. Kennedy Center (467 4800). 


Chicago 

Chicago Symphony Orchestra 
conducted by Sir Georg Solti 
with Daniel Barenboim (piano). 
Bartok, Mahler (Thur). Orchestra 
Hall (435 3322). 


Tokyo 

Academy of St Martin-in-the- 
Fields conducted by Sir Neville 
Marrlner. Schubert, Mozart, Bee- 
thoven (Mon); Mendelssohn, Moz- 
art, Beethoven (Wed). Solitary 
Hall (289 9999). 

X Solisti Veneti with Stanislav 
Bunin (piano). Vivaldi, Rossini, 
Mozart Suntory Han (Tues) (403 
8011). 

NBK Symphony Orchestra con- 
ducted by Yuzo Toyama, wtth 
Brigitte Fasshaender (alto}. Fran- 
cisco Araiza (tenor). Mahler. 

NHK Hall (Wed. Thur) <465 1781). 

Tokyo Metropolitan Symphony 
Orchestra conducted by Okko 
Kam, with Reiho Watanabe (vio- 
lin). Sibelius programme. Tokyo 
Bunka Balkan (Thors) (883 0727). 

Christa Ludwig (mezzo) with 
Charles Spencer (piano). Schub- 
ert Schumann. Brahms. Strauss. 
Tokyo Bunka Kalkan (Thur) (289 
9999). 


by Shell) - began on Thursday 
at home base, and offered one 
of tbe two featured pro- 
grammes. For the tour the resi- 
dent soloist, James Galway, 
had inspired a new flute con- 
certo from John McCabe; 
Thursday's was its first perfor- 
mance. to be followed by two 
more (separated by four of 
Mozart’s G major, K313) during 
the nut 

McCabe Is a composer who 
knows how to make his music 
“modern" but un-threateningly 
so; he also judges with mas- 
terly accuracy how to capital- 
ise on the special gifts of his 
soloist - in this case, the 
fabled Galway virtuosity and 
confident projection of person- 
ality. The 20-minute, unbroken 
span of the concerto, in which 
four separate movements are 
subsumed, is notable above all 
for the ravishing interplay of 
flute and other woodwind 
(including two companion 
flutes spaced at opposite ends 
of the orchestra). 

Flutters, swooping ara- 
besques, games of foilow-my- 
leader, and concluding hints of 
gigue and saltarello melodies 
are pursued while a large 
orchestra (big brass and per- 
cussion section) mostly sus- 
tains pedal-points or chattering 
repeated patterns beneath. The 


John Malkovich, Juliet 
Stevenson and the company for 
Burn This at the Lyric Theatre, 
Shaftesbury Avenue, will 
donate a special matinee 
benefit performance for 
the Save the Young Vic 
Campaign on October 3 at 
230pm. , . 

Maintenance work is cur- 
rently being carried out in the 
Young Vic Theatre as Phase 2 


buzz of fast-moving parts 
which are at the same time 
static and decorative in effect 
(at times orientally so) is the 
concerto’s “signature:" the 
musical texturing is cool 
(because well-ventilated), 
immensely elegant, captivating 
in detail. 

f started out enjoying tbe 
musical progress inordinately, 
but about midway found 
myself becoming restless. Per- 
haps this was because by that 
time McCabe's repertory of pat- 
terns had become familiar, and 
because, apart from passages 
of post-Raveliian solo-flute 
wistfulness or languor, there 
didn't seem to be much actual 
content to bite into. 

For all that it's an expertly 
made piece, evidently relished 
by Galway (who made the clos- 
ing switch to alto flute a 
moment of beautiful contrast) 
and his accompanists. Alto- 
gether, the programme was a 
typically fresh, lively LSO-Til- 
son Thomas mixture: Bee- 
thoven's Eighth Symphony to 
open, L'Aprtis-midi dim forme 
(swooningly sensuous Debussy, 
finely achieved) and a properly 
sensational Janacek Sinfo- 
nietta to close. 


of its Campaign gets under- 
way. 

So far total raised stands at 
£135,000, and on October 28 the 
theatre reopens for The Save 
the Young Vic Festival (until 
October 4). This will kick off 
with a huge street carnival in 
The Cut and culminates in a 
celebrity Gala, an auction of 
memorabilia and an auction of 
promises. 


Max Loppert 


Save the Young Vic Campaign 
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Entrepreneurs 
and the City 


T he truth about the brave and 
revolutionary Soviet reform 
programme drafted by Pro- 
fessor Stanislav Sbataiin and 
his fellow marketeers is that the treat- 
ment is right, but it may be too late. 
They have abandoned the ideological 
blinkers which have left the country 
locked in a time-warp since 1917, and 
embraced once more the ideas of pri- 
vate p r op er t y and an enterprise econ- 
omy. 

But the cancer in the Soviet body 
economic, not to mention politic, may 
already be Inoperable. There was a air 
of complete unreality about the 
urgent debates in the Supreme Soviet 
of the USSR last week, as the deputies 
agonised over which programme to 
adopt - the Shatalin plan, or the far 
less coherent document drafted by the 
Soviet government under Mr Nikolai 
Ryzhkov and Dr Leonid Abalkin, the 
prime minister and deputy premier. 

They were talking about theories 
and principles, when all the newB 
from around the country was of accel- 
erating economic disintegration. 

From the north came the news that 
Leningrad and Estonia have agreed to 
set up customs posts between them, 
to control the movement of food and 
consumer goods. From Sverdlovsk, 
the industrial heart of the Urals, came 
a formal warning to the president 
that the city will suspend delivery of 
its industrial products if it does not 
get its food supplies. 

Even just outsfde the Kremlin 
walls, the shops of Moscow are now 
far worse supplied than they are in 
central Asia or the Caucasus. The city 
has so far no stocks of potatoes for 
the winter, and is begging for permis- 
sion to barter Its industrial products 
for food. 

Rationing and emergency measures 
have eased the shortages of bread and 
cigarettes, but the latest crisis is over 
egg supplies - the market price last 
week hit Rbsl (£i) for the tiniest pul- 
lets' eggs, hi the state shops, there are 
none. 

Economic statistics almost cer- 
tainly underplay the gravity of the 
economic crisis. The two most critical 
areas today are food supplies, and 
energy. All the evidence suggests that 
the bumper harvest is still rotting in 
the fields, with only 30 per cent gath- 
ered in many regions. The city work- 
ers who traditionally used to help, axe 
refusing to work at less than bonus 
wages, and where the food has been 
gathered, the farms are bang in g on to 
it in the expectation of price rises. 

As for oil, the world's largest pro- 
ducer is now importing emergency 
supplies of petrol and aviation fuel 
because of a combination of declining 
production, equipment shortages. 
Industrial unrest, transport bottle- 
necks. and a complete absence of seri- 
ous energy conservation. 

Figures for the first eight months of 
the year show a 5 per cent fall in 
output of both oil and coal, although 
gas was up 3 per cent The planned 
production of 602m tonnes for the 
year was revised downwards to 575m 
tonnes in June, and now it is forecast 
at no more than 560m tonnes. 

Industrial production is officially 
down 0.7 per cent compared with the 
same period of 1989. but the trend is 
accelerating (August was 1.7 per cent 
lower than August 1989) and it makes 
no allowance for a hidden inflation of 
perhaps 10 per cent per year, as facto- 
ries boost their incomes by switching 
to higher priced products. 

All that lay behind the angry, even 
desperate intervention of President 
Mikhail Gorbachev on Friday, when 
he savaged the indecision of the 
assembled deputies, and suddenly 
came clean on the emergency presi- 
dential powers he is seeking. 

As the parliament revealed its own 
powerlessness by failing to produce a 
quorum for what was undoubtedly 
the most important decision it has 
been asked to take since it was 
elected last year, the president’s frus- 
tration was absolute. 

"We are in a position of extreme 


THE EVENTS at Polly Peck 
International over the last few 
weeks raise important ques- 
tions about corporate gover- 
nance and accountability. How 
can the free-wheeling style of a 
powerful entrepreneur, who 
created and continues to domi- 
nate his business, be recon- 
ciled with tbe responsibilities 

of a publicly quoted company? 

Mr Asil Nadir of Polly Peck 
is not the first such entrepre- 
neur to find such responsibili- 
ties irksome. Some of them 
have sought to take their com- 
panies private, as Mr Nadir 
tried to do, bat that is a diffi- 
cult operation for a company 
as large as Polly Peck. As long 
as they remain public compa- 
nies, they bave to accept some 
restraint on their freedom of 
action, but existing arrange- 
ments in the City are not well 
designed to provide that 
restraint. 

Companies led by a bucca- 
neering chief executive tend to 
attract a large and loyal band 
of private shareholders who 
are consciously pinning their 
hopes on that individual. He 
may be unconventional and be 
may regard bis board as 
largely ornamental, but as long 
as he keeps profits rising they 
will support him. The big insti- 
tutions, by contrast, are gener- 
ally suspicious and shun the 
shares. 

The ability of institutions to 
influence the behaviour of pub- 
lic companies is limited at the 
best of times, but in cases of 
this kind their leverage is even 
smaller. Indeed, an attempt by 
an institutional shareholder to 
strengthen tbe noo-executive 
directors or Polly Peck has not 
been supported, despite gen- 
eral unhappiness about the 
composition of the board. 

Personal fief 

It might be said that cramp- 
ing the style of the entrepre- 
neurial leader would be bad for 
the company's business and 
thus bad for shareholders. The 
chief executive, warts and all. 
is the company; his drive and 
energy are responsible for its 
success. But the feet is that the 
business is not bis to run as a 
personal fief. 

A public quotation provides 
access to funds with which the 
company can make acquisi- 
tions and grow even faster. In 
return, there is an obligation 
to conform to the rules, both 


statutory and non-statutory, 
which by requiring full disclo- 
sure and accountability safe- 
guard the health of the system 
as a whole. The danger is that, 
if there are no checks and bal- 
ances within the company, tbe 
buccaneering boss will be 
tempted to bend the rules. The 
consequences can be even 
more disastrous for sharehold- 
ers than curbs on his manage- 
ment style would have been. 

Public interest 

There is a public interest in 
ensuring that companies 
adhere both to tbe letter and 
the spirit of the rules. In this 
respect non-executive direc- 
tors, institutional investors 
and other City firms which -do 
business with the entrepre- 
neur-led companies all have a 
part to play. 

The problem is that, 
although much lip-service is 
paid to the importance of non- 
executive directors in monitor- 
ing the chief executive, in prac- 
tice there are serious doubts 
about their ability and willing- 
ness to do this job effectively. 
This is as true in tbe US as it is 
in the UK. Certainly there are 
some non-executive directors 
who take their job seriously 
and devote time and effort to 
it. Too often, however, espe- 
cially in companies where a 
single individual wields great 
power, non-executive directors 
do not have sufficient indepen- 
dence or stature to stand up to 
the chief executive. 

It is hard to see how this 
state of affairs can be changed 
without one of two possible 
changes. Either there must be 
new legislation on the composi- 
tion of boards of directors; or 
there must be collective action 
by institutional Investors to 
redefine the role of outside 
directors, not just in particular 
troubled companies, but in the 
system as a whole. Such 
changes would deal with the 
nature of the monitoring func- 
tion. the method of appointing 
and rewarding outside direc- 
tors. and their detailed respon- 
sibilities. 

The situation at Polly Peck 
has now reached the point 
where an investigation by 
Department of Trade inspec- 
tors is needed, as the company 
itself requested yesterday. But 
the underlying issue oE corpo- 
rate governance also needs to 
be addressed. 


New rivals for 
British Telecom 


THERE IS widespread 
agreement that more competi- 
tion is needed in the UK tele- 
communications markets. The 
current duopoly of British 
Telecom and Mercury Commu- 
nications. which the govern- 
ment Is reviewing later this 
year, has only had modest suc- 
cess in delivering greater 
choice and lower prices to the 
customer. 

However, it is less weU 
appreciated that introducing 
more competition will at the 
same time require tougher reg- 
ulation of BT. Otherwise, new 
players will make slow prog- 
ress and may even be deterred 
from competing at all BT 
argues that more competition 
should lead to less regulation. 
This will be true when Britain 
bas a fully competitive tele- 
communications market but It 
cannot be the right policy dur- 
ing the period of transition. 

There is a long way to go. BT 
has a 95 per cent share of the 
market in phone calls. Its vast 
size means it has the potential 
to overcharge customers and 
squash rivals. The Office of 
Telecommunications, which 
was established to regulate the 
industry at the time of BTs 
privatisation in 1984, has been 
fairly successful in stopping 
abuses of monopoly power. But 
it has had neither the author- 
ity nor the manpower to be 
completely effective. 

Oftel pioneered the widely 
acclaimed price cap formula 
(RJPI-X) for ensuring that BT 
passed on the benefits of tech- 
nological improvements to its 
customers in the form of lower 
real prices. But international 
prices were left out of the for- 
mula - partly due to a short- 
age of manpower - and only 
recently has the watchdog 
studied the excessive prices 
people are being forced to pay 
to call abroad. 

No authority 
Lack of the necessary 
authority, meanwhile, is the 
reason given by Sir Bryan 
Carsberg, Oftel’s director gen- 
eral for refusing to divulge 
information on BT*s costs. 

It is important to crack this 
monopoly on information for 
two reasons. It would make it 
easier for new companies to 
enter the market if they had 
better statistics. And it would 
lead to a wider public debate 
on telecommunications policy. 


The economics of telecom- 
munications gives BT an even 
greater dominance than its 95 
per cent market share might 
suggest. The reason is that 
phone networks are only valu- 
able if many people are con- 
nected to them. 

New competitors which have 
only small networks are there- 
fore desperate to connect to 
BTs network; but BT, which 
already has a nationwide net- 
work, sees little point in con- 
necting to theirs. This imbal- 
ance of power gives BT much 
room to delay its rivals as the 
long running disputes between 
BT and Mercury over intercon- 
nection have shown. 

Formal procedures 

As more competitors enter 
the market, formal procedures 
will be needed to ensure that 
they can get access to BTs net- 
work where and when they 
want, and at a fair price. One 
way of achieving this would be 
to require BT to disaggregate 
its services - local, 
long-distance and international 
- into separate businesses and 
force these to deal with new 
competitors on tbe same terms 
as they deal with each other. 
This could be backed up by 
making BT publish separate 
accounts for the different busi- 
nesses to ensure that it was 
not cross subsidising one from 
another. 

Two further measures are 
desirable if rivals are to be able 
to compete on an equal basis. , 
First, they should be able to ! 
get "equal access" to BTs local 
network, meaning that custom- 
ers with BT lines would dial 
different codes depending on 
which long distance operator 
they wished to use. Second, 
anybody wanting to give up 
their BT line and switch to 
another company sboold be 
able to keep the same phone 
number. 

BT will have to invest in 
new technology if its network 
is to be opened up to competi- 
tors in this way- Rather than 
waiting for the company to 
make the necessary change in 
its own time, the government 
should set deadlines. 

BT may complain that all 
this is excessively dirigiste. 
However, in so Ear as it hastens 
the advent of true competition, 
it will also bring nearer the 
time when BT is free from reg- 
ulation. 


Banks count 
their change 


The radical reforms unveiled under the 
Shatalin plan may yet prove too late to save 
the Soviet economy, writes Quentin Peel 


savage surgery on 
the body economic 


Indicators? of collapse 


Rat&of growth of Income 
• and production 

Per cent 


Comparative growth 

gnp and money sup 


V. 

v . 




■ State debt 


500.: — 

SOtohDobblaw..;; 
400 ^ 


79 80 81 82 . 

• -5 

ss' " 

i — " i-V ' 

Unemployment forec£ 




Structural 


Millions 


rzrT 


wHi 







danger and we must act," he declared. 
“We are suffering from a crisis of 
executive power. The processes have 
become so overwhelming that they 
could run out of control and are 
already doing so in certain sectors.” 

What he called for were presidential 
powers for tbe duration of the crash 
transition to a market economy -pre- 
sumably the 500 days proposed by the 
Shatalin programme - to include vir- 
tually every aspect of economic activ- 
ity. property, wages, prices, the 
national budget, and public order, too. 

The question is whether, even with 
such powers, he can execute the eco- 
nomic reforms the Shatalin plan 
demands. For the centrifugal forces in 
the country, tbe upsurge in demands 
for local control at every level and the 
collapse of the central command 
structure, appear to be all but out of 
controL 

Indeed, within hours of his speech, 
the crucial alliance on which his 
reforms depend - with Mr Boris Yelt- 
sin, the 'Russian president - was 
called into question. The Russian par- 
liament issued a statement rejecting 
flatly any suggestion of such sweep- 
ing presidential authority. 

So what is the Shatalin plan, which 
is in reality the Gorbachev- Yeltsin 
plan drafted by their closest economic 
advisers, trying to do? 

Its two critical aims are first, to 
break the dead hand of centralised 
state control over every aspect of 
Soviet economic life, and second, to 
restore the value of money to the 
worthless rouble. 

TO do that, it proposes three key 
strategies. In tbe first place, it would 


impose a ferocious credit squeeze on 
government spending, c alling a halt 
to virtually every ongoing construc- 
tion project and more drastic still, 
stopping the flow of credit to bank- 
rupt state enterprises. It recognises 
that the greatest threat to the transi- 
tion to a market will come from the 
excess money already sloshing around 
in the system. 

Second, it calls for a privatisation 
programme, beginning with housing 
and small businesses, and agricul- 

The cancer in tbe 
Soviet body economic, 
not to mention politic, 
may already be 
inoperable 

tural land, and continuing with the 
transformation of state enterprises 
into joint stock companies. 

At the same time as these, it would 
give sweeping powers for each of the 
15 republics to design its own pro- 
gramme to suit its own circum- 
stances, introducing differing prop- 
erty laws and tax structures as it sees 
fit 

It calls for strict anti-monopoly leg- 
islation, including price controls, to 
prevent those state monopolies which 
cannot be broken up from exploiting 
their market position. And once those 
institutional reforms are under way, 
it would rapidly move to liberalise 
prices. 

Tbe plan has a logical coherence 


which is missing from the Abalkin 
programme drawn up by the govern- 
ment. The latter would first raise 
prices by central command, pay total 
compensation to all wage-earners, and 
only slowly introduce the reforms of 
the central bureaucracy. 

More seriously, it would if anything 
aggravate the huge monetary over- 
hang which threatens to turn the first 
hint of inflation into a raging forest 
fire. Mr Shatalin’s colleagues calcu- 
late that the combination of continu- 
ing subsidies, new social programmes 
already approved, a failure to cut 
back enough on investment pro- 
grammes, and the cost of total wage 
compensation, would push the budget 
deficit from tbe current Rbs80bn- 
Rbs90bn to a gigantic Rbs300bn- 
Rbs340bn next year - potentially 
more than the entire state revenues of 
Rbs320bn. 

The government charges that the 
Shatalin plan would cause social 
chaos - unemployment up to 20m, 
and rampant inflation. The radicals 
retort that both those evils are hap- 
pening by default because of the 
steady disintegration under govern- 
ment management, and insist that the 
market, and alternative employment, 
will dampen down the pressures. 

As for inflation, they know it will 
come, and even welcome it as a less 
painful way of price reform than an 
administered solution. They only 
hope that the credit squeeze will 
remove the explosive pressure. 

Yet the key difference Is that the 
Shatalin plan recognises, and seeks to 
exploit, the inevitable: that power has 
already passed to the republics, and 


the centre cannot hold. Hie question 
now is whether that centrifugal pro- 
cess can still be . channelled into . 
coherent reform. " 

The plan'd success also depends, on 
a crucial issue which Dr A balkin also 
recognised as his biggest problem 
from the start: the question of confi- 
dence in the government. 

In a devastating article in the 
weekly, Literaturnaya Gazeta, last 
week, the magazine's economics edi- 
tor Mr Vladimir Sokolov put his fin- 
ger on it: "A peasant will not take the 
land even free of charge (and all the 
more so for money) until he knows for 
sure that no one will ever confiscate^, 
his plot, his crop, and the whole of 
property any more. 

“A city resident will not pot his 

savings into any bu s i ne ss of his 

own until he sees for himself that 
1 neither the racketeers will set a shot- 
gun under his nose, nor the laws will 
be suddenly altered 'by some fooL' A 
foreigner will not come to us with .his 
technology until his investments are 
100 per cent protected against any 
revolutionary expropriation." 

In other words, any hope of success- 
ful reform requires stability of laws 
and economic ties, continuity of obli-v . 
gations by a succession of authorities, 
and protection from crime and social 
unrest - three things that Mr Gorba- 
chev and all the republics (Mr Yeltsin 
included) have so far singularly foiled . 
to guarantee. 

The Shatalin programme, drafted 
with the involvement of represen ta- - 
fives from all the republics except # 
Estonia, managed to get them all to 
agree that a common currency, a com-' 
mon financial system headed by a sin- 
gle (albeit federally -controlled) central 
bank, a common customs system and 
a single market, were essential pre- 
requisites for reform. . . .. 

Yet already the republican parlia- 
ments are calling that into question. 
Customs controls between Estonia 
and Leningrad suggest the battle has 
already been lost 
And then, who will implement the 
reforms? The bureaucrats only know 
how to run the old command system. 
There is a desperate shortage of quali- 
fied personnel in the republics. Even £ 
Russia, which has assembled an 
Impressive, young and highly-quali- - 
fled government, has no skilled civil 
service to back it 
“We have to overcome entrenched 
resistance m our rotten society," says 
Mr Nikolai Shmelev, one of the most 
outspoken independent economists. 
“Some 15m -18m people are engaged in 
the state supply (distribution) system. 
They are living on shortages. Quite 
objectively, these people are not inter- 
ested in doing a good job, blit in creat- 
ing shortages. That increases the level 
of bribes.” * 

Yet others are convinced that it will “ 
be impossible to move to a free econ- 
omy by dictatorship. Professor Yev- 
geny Yasin, a key member of the Sha- 
talin group, believes this is the last 
real chance to achieve economic 
reform through democracy. 

On the positive side, the plan seeks 
to exploit the upsurge in energy and 
enthusiasm in the republics, fuelled 
by the rediscovery of national pride. it 
draws on a whole new generation in 
Soviet life: six of the 13 In the Sha- 
talin group are nnripr 40, three under 
30. 

Finally, the expectations of the 
Soviet people are low. That goes hand 
in hand with their lack of confidence* * 
in any government. But it does mean 
that prolonged depression may not 
necessarily produce a bloody revolu- 
tion. 

Both Professor Shatalin, and indeed 
Mr Gorbachev himself, look increas- 
ingly like classic figures of Greek 
tragedy. The former, a sick man, may 
not have the physical strength to sur- 
vive his great crusade to reform the 
economy. And the latter, the man 
who has transformed the entire cli- 
mate of international relations at the 
end of the 20th century, may equally 
not survive that process. 


Obser ver 


■ Those looking for evidence 
of the hard times being suf- 
fered by the world's banters 
need look no further than the 
annual meetings of the Inter- 
national Monetary Fund and 
World Bank in Washington. 

Usually at these gatherings 
the city’s streets are clogged 
with the faintly ridiculous 
“stretch" limousines as bank- 
ers shuttle from party to party. 
But this year the city's car 
rental firms report a sharp 
drop in hirings, particularly 
of their top-cf-the-line models, 
which they rent at up to $70 
an hour. 

Bankers are ti ghtening their 
belts and counting their 
change. Citicorp Is saving 
money and is not holding its 
annual bash. Britain’s Midland 
Bazik is also adopting a lower 
profile. Its annual party is off, 
and Sir Kit McMahon is not 
hosting his usual press break- 
fast It is not much fun for the 
free-loaders. Banks say they 
are being more selective, “tar- 
getting" the people they want 
to meet in more intimate 
groups. Bookings for private 
houses for hospitality at op 
to $30,000 a week rentals are 
seriously down. 

Evidence of economies too 
at the Commonwealth flnanwt 
ministers meeting. Dae group 
decided it could not afford to 
hire its usual special plane to 
get to Washington from Trini- 
dad. John Major, the Chancel- 
lor, and two of his aides man- 
aged to hitch a lift on the 
Canadian Air Force jet of Can- 
ada’s Finance Minister, Mich- 
ael Wilson. The rest of the 
Treasury entourage were 
forced to buy airline tickets. 


Porritt’s time 

■ At this year’s Green Party 
conference in Wolverhampton 
the lack of clear leadership 
is mens noticable than ever. 

Of the party's 31 “speakers" 
appointed in August the best- 
known are adopting a low pro- 


file. Sara Parkin, whose confer- 
ence speech last year was 
lubricated with tears over the 
future of the environment, Is 
not making a set-piece address. 
Nor is the less softly -spoken 
Jean Lambert the party's spo- 
kesperson in Europe. David 
Icte, the former BBC sports 
1 presenter, is not at the confer- 
ence. He is at home working 
on a book. 

That leaves the stage clear 
for others to take the limelight 
- although of course, tbe 
party will not accept a single 
leader. 

One candidate lurking in 
the wings at Wolverhampton 
is the telegenic Jonathon Por- 
ritt, who stepped down from 
leading the Friends of tbe 
Earth group in June. Porritt, 
recognised as a powerful voice 
in green politics, is avoiding 
too much attention. 

But, should be want it, the 
opportunity to use his standing 
to shake up the party is there 
for the taking. “I think support 

for him would be almost unani- 
mous,” says one Green party 
official. 


Welling out 

■ Curtis Welling, the high 
flyer and potential chief execu- 
tive, who has just been fired 
from his job as head of equities 
at First Boston the US securi- 
: ties house, was unlucky 
enough to be an intellectual 
in a tough, plain-dealing firm. 

Highly articulate. intellig ent, 
and well regarded outside the 
firm, he seems to have got up 
some very important noses. 

According to Radio Free 
first Boston (as the firm's gos- 
sip mill is affec tiona tely called) 
Jade Hennessy, president and 
chid executive officer of CS 
first Boston, First Boston’s 
parent, got tired of Welling 
taking up operating committee 
meetings with what he saw 
as quasi-philosaphteal 



More of a problem for Well- 


*Tm too much in debt to enjoy 
these halcyon days before 
recession”. 

ing was the feet that Rainer 
Gat, chairman of the group, 
didn’t get on with him. Gut 
is said to have given the New 
York staff instructions never 
to seat the two of them at tbe 
same table. 

A few months ago Hennessy 
talked about Welling as a 
potential future head of First 
Boston, wailing’s departure 
has clearly come as a shock 
to his colleagues. 


Knight school 

■ Dr Indraprasad Patel outgo- 
ing director of the London 
School of Economics, is cele- 
brating tbe announcement that 
the Queen has a p proved his 
appointment as an Honorary 

K wig ht fV mvmanrigr of the 

Order of the British Empire. 

As an Indian citizen, Patel 
who is known to staff and stu- 
dents at the school as Tggy,” 
cannot style himself Sir Indra- 
prasad. 

IBs predecessor, the distin- 
guished German academic Sir 
Raff Dahrendorf, got round 
that problem by taking British 


citizenship after his appoint- 
ment to the order. 

However, Patel tells me that 
he bas no plans to copy him. 
He says. “My roots are in 
I n di a, and I am retiring to 
India, so I couldn’t really do 
that. Although I am very fond 
of this country." He adds wist- 
fully, “Perhaps dual citizenship 
would solve my problem." 

Patel retires from the LSE 
at the end of the month. His 
successor is Professor John 
Ashworth, formerly vice chan- 
cellor of Salford university. 


City analysed 

■ Richard Fry, financial jour- 
nalist. is a true Victorian. He 
was bora in the old Queen’s 
reign in 1900. 

He is also a true Bohemian. 
His father ran a brewery in 
that central European land 
of fable before the modem 
state of Czechoslovakia was 
invented. 

Fry, who celebrated his 90th 
birthday in his London mews 
house yesterday with his wife 
Katherine aged 84, says he has 
finally retired. Yet he remains 
a canny observer of the finan- 
cial, economic, and industrial 
worlds. 

Of today's press coverage 
of business he says, “There 
is not a great deal of good anal- 
ysis in the newspapers com- 
pared with the times when I 
was doing the job. In my opin- 
ion business writers now rely 
far too much upon the new 
breed of analysts working for 
City firms. They quote them 
instead of doing the research 
themselves." 

He added a kindly rider. “I 
except the FT completely from 
that criticism, of course.” 

Fry became City Editor erf 
the Manchester Guardian at 
the outbreak of war in 1939 
and stayed in the job until he 
retired in 1965. 

He joined weighing 10 stone > 
and did not add a pound dur- 
ing his long years of service 
in spite of all those board-room 
lunches. He ate and drank 
carefully and reports. “In my 
time many of the City Editors 
died of over-eating." 
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A fter a decade of strong 
growth banks axe 
pnally counting the 
cost of over-zealous lending 
and energetic international 
expansion. The depth of the 
problems were vividly illus- 
trated last week by one of the 
world s best-known banks 
Chase Manhattan, which 
announced it would be setting 
aside S850m to cover bad loans 
and shedding 5,000 jobs. 

The banking industry does 
not take crises lightly. In other 
industries, the presence of one 
weak member tends to ease the 
t -competitive pressure on the 
'•rest, but a troubled bank can 
infect the whole system by 
undermining confidence. After 
a summer which has seen 
mounting banking losses, 
sharp Calls in bank share prices 
and the credit downgrading of 
many top banks. Chase’s pre- 
dicament is symptomatic of 
much wider problems. 

For once, it is not only the 
trouble-prone US banking 
industry which is in difficulty. 
Japan's banks, whose rapid 
growth in the 2980s has made 
them the biggest in the world, 
are also under pressure from 
the 40 per cent Call in the 
Tbkyo stock market this year, 
and the precariousness of the 
Japanese real estate market In 
Europe, some banks, such as 
those in Britain, are having to 
bear the pain of worsening bad 
debts. 

All this might have been tol- 
erable were it not for the 
increasingly gloomy world eco- 
nomic outlook. With the Gulf 
crisis unresolved and the 
world's main central banks 
increasingly unlikely to relax 
their tight monetary policies in 
the short term, the prospect of 
prolonged high interest rates 
and further difficulties for 
banks looms. 

1 don’t want to seem too 
pessimistic, bat the situation 
looks rather bad,” says Mr 
Tomonori N aruse, the resident 
managing director for Europe 
of the Bank of Tokyo. "Some 
fall in stock prices on the 
Tokyo stock market is reason- 
able. But once it starts, how feu- 
can it go? That’s what worries 
me." 

Many factors have combined 
to create this unsettling situa- 
tion. Some are familiar and of 
the bankers* own making, such 
as over-lending to the notori- 
ously boom-and-bust property 
industry. 

Others reflect the intense 
competitive pressures of an 
overcrowded industry. Where 
other industrial sectors such a§ 
car manufacturing; chemicals 
or consumer goods have only a 
few dozen companies of world 
stature, the City of London 
alone houses more than 600 
banks, two thirds of than for- 
eign. Yet most of them are not 


An end to the 
years of plenty 

After a decade of rapid growth, banks are scaling 
back their ambitions, writes David Lascelles 


even creditworthy enough to 
be able to perform the most 
basic b anking function of rais- 
ing money more cheaply than 
the corporations to which they 
wish to lend. 

These competitive pressures 
have been, if anything, sharp- 
ened by the efforts of ba n kin g 
supervisors to bolster the 
industry in the wake of the 
Third World debt crisis. The 
new capital standards intro- 
duced last year by the Basle- 
based Bank for International 
Settlements have added to 
banks' operating costs by forc- 
ing them to raise billions of 
dollars of new equity. This, in 
turn, has encouraged them to 
take greater risks to earn 
higher profits, such as financ- 
ing leveraged buy-outs. 

And there is unlikely to be 
much let up on the part of reg- 
ulators. Supervisors are taking 
a tough line, telling bonks that 
they must cut back their 
assets, even dividends, if that 
is the only way to get their 
balance sheets in order. 

Zh the US, bank regulators 
are themselves under pressure 
not only to prevent a possible 
banking crisis but also to 
ensure that the costs of any 
collapse are not met by the 
Federal budget; the authorities' 
bail-out of the savings & loan 
industry is already clocking up 
huge bills. 

Mr Alan Greenspan, chair- 
man of the Federal Reserve, 
told Congress in July that he is 
proposing to tighten US capital 
requirements next year. Bank 
analysts at Merrill Lynch, the 
US stockbroker, calculate that 
such a move could force Citi- 
corp, the largest US bank, to 
raise $3.4bn in new capital. 
Banks will also have to bear a 
SO per cent increase in their 
deposit insurance premiums. 

This helps explain why Mr 
Thomas Labrecque, Chase 
Manhattan's chairman desig- 
nate, prefaced last Friday's 
announcement with the words: 
Today's operating environ- 
ment is as difficult as any in 
the history of the global finan- 
cial services industry.” 

But underlying these diffi- 
culties, there are also much 
deeper forces at work. Some 
banking industry analysts 
believe that the international 



banking market could be 
reaching the final throes of the 
unprecedented - but now 
unsustainable — expansion of 
the past two decades. 

Banks have simply become 
too big. offering a too complex 
package of financial services. 
Although multinational hanVc 
operate worldwide offering a 
plethora of services, few of 

Chase Manhattan’s 
predicament is 
symptomatic of 
modi wider 
problems 

them can support such 
operations with enough man- 
agement and financial 
strength. At the same time, the 
growth of capital markets and 
a broad expansion in the sup- 
ply of other new financial prod- 
ucts have made it possible for 
many corporations to finance 
their operations without 
recourse to banks. In Japan, 
this month, there has even 
been the bizarre spectacle of 


banks trying to borrow money 
from their corporate customers 
in order to bolster their own 
balance sheets. 

If the banking industry is 
really heading for a crisis, the 
tremors could well precipitate 
some big structural changes. 
This would be alarming but 
possibly healthy in the long 
run. 

As Chase Manhattan’s diffi- 
culties force it to retrench, it 
will be following a well-trodden 
path. Citicorp, Bank of Amer- 
ica and Chemical have all 
retreated from overseas mar- 
kets recently. All lost money 
on their overseas business last 
year. 

“Globalisation" once a rally- 
ing cry, is now a dirty word. 
British banks, for example, 
have lost their appetite for 
aggressive international expan- 
sion, not least because their 
domestic profit margins are 
double their foreign ones. Only 
the Continental European 
hanks are still expanding in 
foreign markets in a big way, 
taking advantage of the cre- 
ation of the single EC market. 
But Deutsche Bank, one of the 
most active, has reached a 


Letters 

Britain’s shipping industry now truly international 


From Mr Paul Slater. 

Sir. Your editorial comment 
(“Shipping's call for a lifeboat, ” 
September 17) and the letters 
in response (September 20) 
serve to highlight the falsen e ss 
of the arguments presented by 
Sir Jeffrey Sterling and his 
committee. 

It is not the shipping indus- 
try in Britain that is in trouble 
but simply the number of ships 
flying the red that is in 

abject decitne. 

The references to the size of 
the UK registered fleet are 
totally irrelevant when exam- 


ining the enormous volume of 
earnings generated by the Brit- 
ish shi p pin g industry which by 
definition encompasses all 
shipping and shipping-related 
activities conducted in the UK, 
or those covered elsewhere in 
the world by British compa- 
nies. 

The maritime insurance, 
finance, legal and ship manage- 
ment activities in the UK are 
vibrant, expanding and totally 
international in their focus. 

Fortunately the British ship- 
ping industry has become truly 
in ternational and is no longer 


dominated by old-fashioned, 
poorly managed shipping com- 
panies whose ancestral roots 
were more important than 
their industrial competitive- 
ness. 

There are broader arguments 
for the introduction of capital 
investment incentives across 
British industry enabling indi- 
viduals to invest as well as to 
facilitate the transfer of invest- 
ment from one industry to 
another. To single out Britisb- 
flag shipping as a special case 
tty repeating well worn strate- 
gic arguments will not wash. 


What needs to be encouraged 
is the continued investment of 
money and labour in British- 
based shipping without the 
requirement to link this to the 
registration of ships under the 
UK flag. Any capital invest- 
ment allowances that may be 
introduced should apply to all 
ships owned by British compa- 
nies irrespective of their opera- 
tional flag. 

Paul Slater, 

Chairman, 

First International Capital, 

4 Park Place, 

St James's, SW1 


Towards a strategy for tackling unemployment in the 1990s 


From Mr Peter Ashby. 

Sir, Your editorial comment 
(“D^jk vu for jobs,” September 
18 ) offers a formidable analysis 
of the growth of unemploy- 
ment in the 1980s. Yet it fails 
to fevpiatn why government mi-, 
tlatives to tackle long-term 
unemployment have never 
quite lived up to expectations. 

The conventional wisdom is 
frat the main culprit has been 
the Treasury, for failing to 
deliver sufficient resources. 
But the more liberally minded 
members of the esta blishm ent 
also carry some responsib il i t y 
for failing to come to terms 
with the ways in which 
ibng-term unemployment can 
transform individuals' atti- 
tudes. 

If a substantial rise in 
long-term unemployment is to 
be avoided, we must first 
acknowledge the emergence of 
a new underclass among the 
long-term unemployed, espe- 
cially young, single males who 
are contemptuous of a system 
which they regard as out to 
push them into dead-end jobs. 
Training and Enterprise Coun- 
cils must begin to create new 
“escalators of support” for low- 
raid workers to challenge the 
view that low-paid jobs consti- 
tute a ghetto from which there 
can be no escape. 

Second, we must once ana 
for all get over the political 
hang-up about schemes being 
voluntary. Experience in Fuu 
Employment UK (after discuss- 
ing this with countless unem- 
ployed groups throughout roe 
country) is that they 
have little difficulty with the 
idea that they should to* 
required to choose something, 
so long as they have some rad 
choice between training, edu- 
cation and temporary work- 

Third, we should draw a leaf 
out of the example of training 


credits for young people, and 
extend the principle of entitle- 
ment to very long-term unem- 
ployed people. There should be 
no further delay in piloting 
voucher and credit schemes for 
them. But they should not be 
restricted to Employment 
Training, nor just offered on 
the basis that unemployed peo- 
ple can take it or leave it. 

Choice, entitlement, and 
obligation - together these 
principles offer the underpin- 
ning for a concerted strategy to 
tackle long-term unemploy- 
ment in the 1990s. 

Peter Ashby, 

PuU Employment UK, 

79 Prince George Road, N16 

From Mr Denis MacShane. 

Sir, What a contrast between 
the common sense in your edi- 
torial comment on the need for 
a complete rethink on British 
labour market policies and the 
frankly buffoonish comments 
of Mr Eric Forth, the British 
minister responsible for under- 
mining European Co mm u n ity 
policy on labour affairs, as pro- 
filed a few pages earlier 
(“American dream for Brus- 
sels"). . 

1 yield to few in my admira- 
tion erf the vitality of the US 
but not even the most rosy- 
eyed can avoid seeing the nega- 
tive consequences of the US 
labour market. These include a 
huge loss of skilled workers, a 
reduction in well-paid jobs 
with a consequent turn to 
credit to maintain living stan- 
dards and a regional and racial 
weighting of unemployment 
with horrid social conse- 
quences. The worst of the 
Third World coexists uneasily 
with the best of the First 
World in America and. 
although there is a ladder 
between the two, not many get 
to climb it 


Britain went far down the 
American road in the 1980s 
abolishing many labour mar- 
ket controls and unemploy- 
ment went down temporarily. 
Easy credit on offer for elec- 
toral reasons, much like Presi- 
dent Reagan's Keynesian prim- 
ing of the economy through 
arms expenditure, helped cre- 
ate British jobs. Now to curb 
inflation the taps are turned 
off and unemployment is 
shooting upwards with worse 
to come. 

Thus the American labour 
market model has not worked 
in Britain and almost certainly 
cannot work in Europe except 
at the price of accepting Us dis- 
advantages. A modern British 
(and European) labour market 
policy is one of the great 
unsolved - and not much dis- 
cussed - items on the current 
political agenda. Would that 
British ministers addressed it 
with serious thought instead of 
silly slogans. 

Denis MacShane, 
International Metalworkers 
Federation , 

54 bis route des Acacias, Geneva 

From Mr Roy Grantham. 

Sir. Commenting on the out- 
put recovery in 1982, your edi- 
torial says that “the rapid pro- 
ductivity gains of the 1980s 
were translated Into higher 
real wages for employed ‘insid- 
ers’ and higher profits for the 
shareholders" rather than 
increased employment. 

In 1982 employers were 
recovering from a position 
where 20 per cent of employ- 
ment in manufacturing indus- 
try had been destroyed “at a 
stroke” by the government pri- 
cing British goods out of for- 
eign and domestic markets 
through an absurd over-valua- 
tion of the currency. 

In the face of this, employers 


did two things. First they went 
for a policy of exploiting their 
existing financial and labour 
resources with the firm inten- 
tion of not expanding either 
the labour or capital commit- 
ment so as not to be caught in 
the same trap again. Second, in 
developing this idea, they went 
in a very modified form for 
core employment, decanting 
many peripheral jobs into 
self-employed posts and put- 
ting other permanent work out 
to contract. 

Negotiation of wages and 
payments of dividends from 
increased profits have nothing 
to do with this strategy. These 
policies derive from the strat- 
egy of limited liability and lim- 
ited exposure, arising from the 
terrible impact on British 
industry of totally inappropri- 
ate government financial poli- 
cies. 

The fact that we are now to 
go through a modified version 
of 1981 all over again is going 
to reinforce those attitudes 
among British employers. 

The first player with the 
responsibility of ensuring that 
Britain has an effective manu- 
facturing industry and Is able 
to balance its imports with 
exports is the government of 
the day. It is clear that succes- 
sive governments since 1979 
have shown themselves quite 
incapable of fulfilling this obli- 
gation. Until we get a govern- 
ment that is properly commit- 
ted to that clear objective and 
which subordinates other poli- 
cies to that clear objective, 
industry will wisely continue 
to protect itself. 

Roy Grantham 
National APEX Officer, 

Thome House, 

Ruxley Ridge. 

Claygate, 

Esher. Surrey 


pause. "1 think we have 
enough to digest for the time 
befog.** says Mr HDmar Kee- 
per, the cluef executive. 

As for the Japanese banks, 
the most important question 
facing them is whether their 
mounting difficulties wifi, curb 
their international growth. 
Japanese banks’ aggressive 
tactics in the 1980s, which saw 
their overseas assets growing 
by 30 per cent a year, contrib- 
uted to the earnings problems 
of other banks. Japanese bank- 
ers in London, where Japan's 
banks have their largest over- 
seas operations, suggest asset 
growth will now fall into single 
figures, with greater emphasis 
on profitability. 

Another reaction to the 
excesses of the 1980s may be a 
rationalisation of products and 
services. Banks may simply 
revert to doing a few things 
they know well, particularly 
straightforward domestic bank- 
ing where most of them still 
eqjoy dominant market posi- 
tions. 

Mr Brian Pitman, chief exec- 
utive of Lloyds Bank, the UK 
clearing bank which has made 
a virtue of putting profits 
before size, says: “It’s a myth 
that diversity makes you stron- 
ger. It actually makes you 
weaker because you end up 
with a small market position 
and small returns.” 

In a new study of banking 
trends, analysts at Goldman 
Sachs, the Wall Street invest- 
ment firm, predict that big 
commercial banks would have 
to start “unbundling” them- 
selves if they wished to remain 
competitive. The specialist sup- 
pliers of financial services, 
they say, “have thrived 
because they can be a more 
efficient means of financial 
intermediation than a bank. By 
specialising in narrow product 
delivery, there tends to be a 
better grasp of costs, and more 
appropriate product pricing:” 

Some of the biggest struc- 
tural changes may simply 
result in an overall reduction 
in the capacity of the industry. 
The 1990s could bring an 
unprecedented wave of bank 
mergers. There is already spec- 
ulation that some of New 
York’s largest banks will have 
to join forces, in Japan the pro- 
cess began with this year’s 
merger of Taiyo Kobe and Mit- 
sui to form the country's sec- 
ond largest bank. 

The Basie standards may 
also hasten the process by 
squeezing out the weaker play- 
ms - thnn gfr in many coun- 
tries banks have been pro- 
tected by their regulators for 
so long that the mechanism for 
permitting them to go out of 
business in an orderly way is 
rusty from under- use. 

■John Pleader, page 40 


Investment in the 1990s 

Cost of altering 
circumstances 


“THE ECONOMIC priority for 
1990 can be summed up in one 
word: investment,” the Confed- 
eration of British Industry 
wrote in mid-January. The CB 1 
is now worried that, as pro fi t s 
are squeezed and high interest 
rates are maintained in order 
to damp down Inflation, invest- 
ment will suffer. 

But is investment that 
important? According to eco- 
nomic orthodoxy, it accounted 
for only a modest fraction of 
total growth in the golden era 
up to 1973, Much more impor- 
tant was technical progress, 
which is considered to be inde- 
pendent of investment In the 
long run, according to ortho- 
dox theory, it makes little dif- 
ference to the rate of growth 
whether 10, 20 or SO per cent of 
ns HopaH income is invested. 

This theory suffers from a 
misconceived view of the con- 
tribution of investment to eco- 
nomic growth. The key mis- 
take is the view of capital as 
an accumulation of capital 
goods. Instead, I prefer to 
define investment as the cost 
of changing economic arrange- 
ments, which covers any costs 
that would not be incurred in a 
society in which nothing ever 
changed. 

The point is not that invest- 
ment is more widely defined 
but that it is defined as the 
cost of change. Growth results 
from changing economic 
arrangements; there is nothing 
left for a separately identifiable 
“technical progress”. 

Theories explaining growth 
which are heavily dependent 
ou “technical progress” vastly 
understate the contribution of 
material investment because of 
the way in which they measure 
the increase in the capital 
stock. 

Hie error is the treatment of 
scrapping and depreciation. 
Orthodox theory wrongly says 
that what is relevant is the net 
increase in the com ta i stock - 
gross fo vestment less depreda- 
tion. While gross investment 
does increase national output, 
depredation (properly defined) 
does not reduce it Since depre- 
ciation has accounted for about 
two thirds of gross investment 
over the past decade, subtract- 
ing it or not subtracting it 
makaa an enormous difference 
to estimates of the contribu- 
tion erf capi tal 


By Maurice Scott 

I magin e there is no inn«8i> n 
On average, wages rise as 
employers invest and compete 
for labour. For a business prod- 
ucing the average consumer 
good, this rise in wages will 
tend to squeeze profits. If the 
business were merely main- 
tained in constant physical 
condition, its profits and so the 
value of its assets would dwin- 
dle to nothing. But its owners' 
losses would be exactly 
matched by its workers’ gains. 
Appreciation of workers’ 
human capital would then be 
equal and opposite to depreda- 
tion of business assets. 

If depreciation is entirely 
due to relative price changes, 
there must be an equal and 
opposite amount of apprecia- 
tion somewhere else. If we 
exclude the government and 
take net depreciation for the 
business sector as a whole, the 
only possible gainers are work- 
ers (in a closed economy). Con- 
sumers neither lose nor gain 
with the retail price index con- 
stant. Depreciation transfers 

The efficiency of the 
market affects the 
average efficiency of 
ail investment 


in comp from businesses as a 
whole to workers as a whole. 

This explains why depreda- 
tion not be deducted in 

mgagnrtng the contribution of 
investment to growth. Bnt 
there Is yet another reason 
why the benefits of investment 
have been underrated. 

Another point of orthodox 
theory claims that without 
technical progress, diminishing 
returns would force the return 
on investment ever lower as 
Capital aimimulatM fester than 
the growth of the labour force. 
The mistake here is to envis- 
age capital accumulation as 
more of the same. But invest- 
ment changes the world and so 
both creates and reveals new 
investment opportunities. The 
Channel Tunnel will, one 
hopes, do precisely that 

The creation of new invest- 
ment opportunities means that 
the benefits of investment are, 
on average, much greater than 
the rewards to the investor. 
There is then no reason to sup- 


pose that the initially fester 
growth which results when 
investment is speeded up will 
fade away. 

Growth can then be 
described in tins way: a busi- 
ness that invests is changing 
Its economic arrangements. 
How much improvement 
results depends as much on the 
quality of the Investment (and 
so on its management) as on 
its quantity. The same Is true 
for the whole economy, with 
the additional point that the 
efficiency of the market system 
will greatly influence the aver- 
age efficiency of all invest- 
ment. 

Each business reacts to the 
opportunities created by oth- 
ers, and, in turn, creates and 
reveals opportunities for them 
as well as for itself. By bidding 
against each other for workers, 
businesses drive up real wages 
and so transfer income from 
profits to wages. Any business 
which tries to opt out of this 
struggle for improvement will 
find that depreciation is caus- 
ing the value of its assets to 
dwindle away. Like the Red 
Queen in Alice in Wonderland, 
it must run fast just to stay 
still. The growing wealth of the 
whole economy is shared out, 
and human wealth Increases 
because of appreciation as well 
as through human investment. 

Workers' gains are obtained 
at a cost. Someone must forgo 
consumption for investment to 
be possible. Workers may save, 
and lend to businesses, but 
another possibility is that 
wages may be restrained so 
that profits are larger. In the 
end, this sacrifice will redound 
to the workers’ own benefit. 
Faster growth will result in 
more rapidly growing real 
wages, and so more apprecia- 
tion of human capital 

In the British economy, 
there is a contradiction 
between the high level of prof- 
its needed for growth and the 
low level needed to stiffen 
employers’ resistance to wage 
demands. Had the recovery in 
profits in the 1980s generated 
fewer wage demands and fewer 
concessions to them, there 
would now be less inflation, 
more profits, more Investment, 
more employment and fester 
jwth. 

author is a fellow of Nuf- 
field College, Oxford. 
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The partners of S J Berwin & Co 
are pleased to announce the 
opening of their new office at: 

Square de Meefis 19 
BteS 

1040 Brussels 
Belgium 

010 32 2 5115340 
010 32 2 5115917 


Contact Stephen Kon, Julian Lew 
or Leonard Haute 
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UK, Vietnam and Hong Kong agree on non-voluntary repatriation 


a , • , . I Polly Peck 

Accord permits return of refugees ca us for 


By Angus Foster in Hong Kong 


BRITAIN, Vietnam and Hong 
Kong have reached an agree- 
ment which would allow the 
repatriation of Vietnamese ref- 
ugees camped In the colony 
who have not volunteered to 
return home. 

The agreement, which has 
the backing of the United 
Nations High Commissioner 
for Refugees, broadens an 
understanding reached earlier 
this year on repatriating Viet- 
namese boat people held in 
Hong Kong. 

The countries have agreed to 
repatriate boat people who do 
not volunteer to return but 
who are not opposed to going 
back. The earlier scheme 
allowed only for the repatria- 
tion of volunteers. 

The deal is a breakthrough 
tor Britain and Hong Kong 
which have been trying to per- 
suade Vietnam to take back 
more of the boat people. 


Vietnam had refused to 
accept non-volunteers because 
it feared international criti- 
cism, principally from the US, 
after Hong Kong forced 51 boat 
people back to Vietnam against 
their will in December 

The agreement widens the 
net of potential returnees and 
could lead to a regular repatri- 
ation scheme. It should boost 
the total number of returnees 
leaving Hong Kong at a time 
when the existing voluntary 
repatriation scheme has been 
losing momentum as fewer vol- 
unteers have come forward. 

Sir David Wilson, Governor 
of Hong Kong, yesterday 
described the agreement as an 
“important step” in the process 
of returning all Vietnamese 
“screened out” as non-refugees. 

He said dates had yet to be 
finalised but he hoped the first 
mandatory repatriation, the 
Government’s description of 


the process, would start this 
year. 

Since June 1988. Hong Kong 
has assessed the status and 
motives of all arriving boat 
people. Boat people considered 
to be genuine refugees are 
given refugee status and stay 
in Hong Kong pending re-set- 
tlement to third countries. 
Other Vietnamese are screened 
out as illegal immigrants. 

There are just over 9,000 gen- 
uine refugees in Hong Kong 
camps, compared with 44,654 
boat people, of whom 12,806 
have been screened out as ille- 
gal immigrants and nearly 
32,000 are yet to be screened. 

The figures have hardly 
changed since the beginning of 
the year, even though the num- 
bers of boat people arriving 


have dropped sharply, partly 


because of a high birth rate in 
the boat people camps. 

Only 5,ooo boat people have 


arrived so far this year, com- 
pared with more than 34,000 
last year. 

The voluntary repatriation 
scheme has not matched the 
target of 1,000 volunteers a 
month, and only 3,487 Viet- 
namese have Down home since 
agreement was reached in Feb- 
ruary. A worsening outlook for 
the Vietnamese economy is 
thought to have prevented 
potential volunteers from com- 
ing forward. 

The UN High Commission 
for Refugees has refused to 
take part in forced repatria- 
tion. Both the Commission and 
the Vietnamese Government 
are thought to have agreed to 
the new proposals so long as 
physical force is not used. 

The problem for Hong Kong 
will be to convince outsiders 
that returnees who have not 
volunteered do not mind being 
sent back. 


an official 
inspection 
of its affairs 


By Clay Harris, Richard 
Waters and Richard 
Lapper in London 


Soviet-Russian split threatens reform plain 


By Quentin Peel in Moscow 


URGENT talks between the 
Kremlin and the Russian par- 
liament continued over the 
weekend in an attempt to pre- 
vent a split over the need for 
emergency presidential powers 
undermining the plan for a 500- 
day transition to a market 
economy. 

The irony is that President 
Mikhail Gorbachev is seeking 
the emergency powers to 
implement the programme that 
Mr Boris Yeltsin and the Rus- 
sian parliament have already 
approved. 

The contention has arisen 
because the powers sought by 
the Soviet leader would be 
imposed union-wide and would 
give him the power to impose 
presidential rule (virtually 
martial law) and suspend 
republican parliaments, if nec- 
essary. 

The presidium of the Rus- 
sian parliament issued a state- 



Gorbachev: extra powers 

ment on Saturday signed by 
Mr Yeltsin, rejecting Mr Gorba- 
chev’s call for extra powers as 
“impermissible’*. 

“If the USSR Supreme Soviet 
grants such powers to the Pres- 


ident, the Russian Supreme 
Soviet, the presidium of the 
Russian Supreme Soviet, and 
the president of the Russian 
parliament (Mr Yeltsin) will 
take all necessary measures to 
protect the sovereignty and the 
constitutional system of the 
Russian federation,” the state- 
ment said. 

The Supreme Soviet is sup- 
posed to vote on the powers 
today, after Mr Gorbachev 
denounced the deputies on Fri- 
day for indecision and failing 
to achieve a quorum. They are 
also supposed to decide 
whether to pursue the Shatalin 
plan, or choose the Ryzhkov 
government's more cautious 
approach. 

Until now, it has been clear 
that the political pact reached 
between President Gorbachev 
and Mr Yeltsin in August was 
holding, despite personal mis- 
trust, and that both men were 


committed to rapid implemen- 
tation of the market reform 
plan drafted by their advisers 
- the so-called Shatalin plan. 

The Russian statement still 
holds out a compromise, sug- 
gesting that the Soviet Presi- 
dent should get together with 
the “supreme authorities of the 
union republics (to) work out 
co-ordinated measures for 
stabilising the economic and 
political situation”. Such an 
agreement should be “based on 
mutual recognition of the sov- 
ereignty and constitutional 
system existing in each of the 
republics” 

Mr Gorbachev’s problem is 
that any such strategy would 
mean further delays in imple- 
menting the reform pro- 
gramme and it Is to avoid such 
delays that his advisers have 
been urging him to assume 
sweeping powers so that he 
can act by decree. 


Spain begins Mediterranean security drive 


By Peter Bruce in Madrid 


THE SPANISH Government, 
with strong Italian support, 
will today begin a concerted 
campaign aimed at forming a 
permanent agency on security 
and cooperation in the Medi- 
terranean. 

The agency, which will be 
modelled on the Conference on 
Security and Co-operation in 
Europe (CSCE), is designed to 
pre-empt an economic and 
political crisis on Europe's 
southern flank. 

Mr Francisco Fernandez 
Ordonez, the Spanish Foreign 
Minister, and his Italian coun- 
terpart, Mr Gianni de Micheiis, 
are expected to press the case 
for the creation of a Confer- 
ence on Security and Coopera- 


tion in the Mediterranean 
(CSCM) during a one-day inter- 
seasonal meeting of the CSCE 
in Palma, Majorca. 

The idea, born out of 
southern European fears that 
rapid population growth and 
shrinking economic resources 
in North Africa may soon 
bring the northern and 
southern shores of the Mediter- 
ranean into conflict, would 
involve the writing of a Medi- 
terranean Act similar to the 
Helsinki Final Act which 
established the CSCE in 1975. 

Like the CSCE, which con- 
sists of a number of “baskets" 
of contact between East and 
West based on security, eco- 
nomic cooperation and human 


rights, the Spanish want a 
CSCM to involve a trade-off 
between European economic 
assistance and political stabil- 
ity on the southern shore of 
the Mediterranean. 

The proposals are still vague 
but all the Mediterranean 
countries, including Israel and 
Libya, are expected to send del- 
egates to the Majorca meeting. 
Spanish officials say that while 
Washington has been briefed 
on the plans, the US has been 
non-committal. 

Spurred by the new Gulf 
conflict, Mr Ordonez has writ- 
ten to European Community 
governments urging them to 
support the idea. “Our concern 
must be to avoid a possible col- 


lision coarse between Islam 
and the West,” he said in the 
letter. “We must be capable of 
reacting in a reasonable and 
coordinated way, to influence 
the course of events before it 
overwhelms us.” 

The letter, which also 
suggested the CSCM could 
address conflict in the Middle 
East added that the population 
of southern Mediterranean 
countries would double by the 
year 2025 and “the crisis of 
western-like development mod- 
els is encouraging the rise of 
reactionary traditionalism. . . 
Fundamentalism in the South 
has its Northern counterpart 
in the reappearance of racism 
and xenophobia." 


Insurers link increase in arson to recession 


By Richard Lapper in London 


BRITISH insurers are facing a 
considerable increase in claims 
from arsonists and other 
fraudsters as the effect of the 
economic downturn begins to 
be felt. 

Companies specialising in 
insurance litigation say owners 
of some businesses, hit by a 
combination of cash flow prob- 
lems and high interest rates, 
are turning to crime to save 
their livelihoods. 

Figures by the Association of 
British Insurers (ABI) show 
that fire losses increased by 
30-2 per cent to £230m ($432 Am) 
during the three months to the 
end of March, compared with 
the first quarter of last year. 
The association says arson 
accounted for a major propor- 
tion of the increase. 

Fire losses last year rose by 
£146 .5m to £792-4m, an increase 


of almost a quarter. Mr Trevor 
Chamberlain, partner with 
insurance litigation specialists 
Wansborougtas Willey Har- 
greave says: 

“In times of recession, people 
do things that they otherwise 
wouldn't do. The insurance 
industry is facing a substantial 
increase in fraudulent claims.” 

Mr David McIntosh, an 
insurance law specialist, said 
that previously honest individ- 
uals threatened with losing 
everything were capable of des- 
perate measures. “Pillars of the 
business community will act 
out of character.” 

Reports last week by two 
police chiefs detailing 
increases in criminal damage 
in the first half of 1990 showed 
arson Incidents increasing by 
more than 20 per cent in the 
Nottinghamshire area of cen- 


tral En g land. According to the 
Loss -Prevention Council, a 
body set up by the UK insur- 
ers, losses from arson are 
“obviously going to get worse" 
as a result of the recession. 

Warehouses, which are gen- 
erally attended by fewer staff, 
are particularly vulnerable, 
says the council. 

Mr McIntosh said that loss 
adjusters, employed by insur- 
ers to inspect the scenes of 
losses, were well aware of the 
problem. 

It was difficult to see what 
else had caused the rise in 
claims, he said. “The green- 
house effect hasn't suddenly 
made buildings burst into 
flames. Buildings are not sud- 
denly becoming more combus- 
tible." 

The problem is aggravated 
because arson is frequently dif- 


ficult to detect and tricky to 
prove. 

Police forces are frequently 
ill-equipped to follow up arson 
clflima and find it difFicult to 
secure a conviction. Insurers, 
on the other hand, are critic- 
ised for failing to contest 
claims which they really 
believe to be fraudulent. 

“If insurers find that there is 
anything funny about a claim 
they'll use it as a bargaining 
counter and negotiate a 
reduced payout," said Mr McIn- 
tosh. He added that insurers 
should fight fraud cases 
harder. 

“Some insurance companies 
certainly need to show greater 
resolve in raising and running 
the fraud defence when the 
underlying facts and the pro- 
fessional advice they obtain 
warrant it" 


Saddam warns 
of attack by Iraq 


Continued from Page 1 
not affect humanitarian sup- 

E lies of medicines, or refugee 
ights. 

Yesterday, India said It was 
confident it could begin a 
major evacuation of some 
100,000 nationals from Iraq and 
about 10.000 stranded in 
Kuwait, using three ships. Ten 
aircraft will also be mak i n g 
daily flights. 

At Baghdad airport yester- 
day there were reports of pan- 
demonium as foreign workers 
tried to board the two heavily 
over-booked daily flights to 
Amman, the Jordanian capital. 


Major does not plan lower UK rates 


Continued from Page 1 
mg inflation rates. 

There was no doubt the 
economy was slowing rapidly. 
It was in what some econo- 
mists have termed a “growth 
recession,” usually taken to 
mean a period in which growth 
in the economy is significantly 
below that of its potentiaL 

He said it was uncertain 
whether Britain would enter a 
true recession in the sense of 
falli n g output for two consecu- 
tive quarters. The cooling-off 
was essential and unavoidable, 
however. 

Mr Major made clear that he 
would err on the side of cau- 


tion before deciding to ease the 
brakes. He recalled that after 
the global stock exchange 
crash of October 1987, the Gov- 
ernment had lowered interest 
rates and in the process had 
been criticised for not moving 
quickly enough. 

What critics and the Govern- 
ment had not realised was that 
demand was growing exces- 
sively and building up the 
inflation problem that persists. 

He said people often over- 
reacted at an early stage to 
economic developments. It 
would not be in the interests of 
sound running of the economy 
if he reacted before he was cer- 


tain what to do. 

Mr Major warned that jobs 
would be lost and investment 
would fall unless employers 
and employees agreed lower 
wage settlements than the cur-, 
rent 10 per cent increase in 
average earnings. 

During the Interim Commit- 
tee meeting, Mr Major outlined 
his four-part initiative to ease 
the official debt burden on the 
poorest, most heavily indebted 
developing nations. 

The initiative had won sup- 
port from several ministers 
and he was “optimistic that we 
will be able to take it forward,” 
he said. 


THE BOARD of Polly Peck 
International, the UK fruit 
trading and consumer electron- 
ics group, last night formally 
asked the government’s 
Department of Trade and 
Industry to appoint inspectors 
to investigate and report into 
its affairs. 

The request signalled the 
intention of Mr Asti Nadir, 
chairman and chief executive, 
to defend himself against the 
recent wave of criticism that 
he and the group have freed. 

It also suggested that Mr 
Nadir continues to have the 
backing of his fellow directors 
on Polly Peck's board. 

In a letter to Mr John Red- 
wood, minister for corporate 
affairs, Mr Nadir said: “So 
intense and severe is the 
attack on the company and on 
myself that we, on our own, 
are unlikely to be able to find a 
fair hearing.” 

He said Chartered WestLB, 
Polly Peck's merchant bank, 
had written to Mr Redwood 
last week, asking for help in 
dealing with media specula- 
tion. “In the meantime, the sit- 
uation has deteriorated most 
seriously with damag in g media 
reports of alleged actions of 
various governmental bodies." 

Polly Peck also asked Mr 
Redwood to review the prac- 
tices of the regulatory authori- 
ties “in the light of recent 
events surrounding the com- 
pany and its chairman.” 

Separate proceedings would 
be issued and served today 
against Times Newspapers and 
The Observer, Mr Nadir said, 
and further proceedings were 
being prepared. 

The Sunday Times and the 
Observer yesterday carried 
lengthy reports that alleged 
irregularities relating to deal- 
ings in Polly Peck shares. 

Polly Peck's shares were 
suspended on Thursday, after 
losing more than half their 
value in a Tew hours. 

Mr Nadir was questioned by 
the Serious Fraud Office on 
Thursday, one day after the 
SFO had searched the Mayfair 
offices erf South Audley Man- 
agement. a company linked to 
Nadir family trusts. 

Last month, Mr Nadir was 
criticised by the London Stock 
Exchange’s quotations panel 
for the manner in which he 
proposed a buy-out of Polly 
Peck and retracted it five days 
later. 

The board plans to make a 
detailed statement on the com- 
pany’s affairs early this week. 

One adviser said before yes- 
terday's meeting that Mr Nadir 
bad offered to stand aside as 
chairman if the board believed 
it would be good for Polly 
Peck. There had been no 
attempt to force Mr Nadir to 
resign, he said. 

Mr Peter Barton, a director 
of Lehman Brothers, one of 
Polly Peck's two brokers, said 
yesterday: "Clearly the beard 
is very aware of the serious- 
ness of what is being said and 
the need to answer all the alle- 
gations that are being made.” 

Without a full statement, the 
Stock Exchange is unlikely to 
agree to a resumption of deal- 
ings in Polly Peck shares. 

Kith Audley and at least 
one of its former directors, Mr 
Jason Davies, have been inves- 
tigated by the Stock 
Exchange's insider dealing 
oup in relation to trading in 
illy Peck shares. 

The Swiss Justice Ministry 
said it bad had no approach 
from any UK agency for help 
with their investigations into 
Swiss nominee companies at 
the centre of the inquiry. 

Mr Davies lives in Founex, 
Switzerland, where his wife 
said yesterday: “He's gone out 
for the day with some friends." 

There was no response last 
night from the home of Ms 
Elizabeth Forsyth, a director of 
South Audley and. other Nadir- 
associated companies, in Gran- 
tham, Lincolnshire. A neigh- 
bour described her as a “very 
very nice lady and a very very 
powerful lady.” 

The house is directly across 
the street from the former gro- 
cer’s shop where Prime Minis- 
ter Margaret Thatcher spent 
her childhood. The proprietor 
of The Premier restaurant, 
which now occupies the shop 
premises, said Ms Forsyth 
would not thank us for dis- 
turbing her on a Sunday," 


Editorial comment, Page 24 
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THE LEX COL I V 


A confidence test 
for the bears 


When the shares of four out of 
the top five New York money 
centre banks are yielding more 
than they charge their prime 
borrowers, it is clear that there 
is a shortage of confidence In 
at least one important part of 
the global financial system. 
The ratings of other major 
financial institutions around 
the world, with one or two 
p a infi ll exceptions, have not 
sunk so low. Nevertheless, one 
of the most worrying aspects of 
the current nervousness is the 
evidence of a growing loss of 
confidence in some of the insti- 
tutions which prop up the 
world’s financial markets. 

This is nothing new. Over 
the last couple of decades there 
have been periodic financial 
crises ranging from the UK sec- 
ondary hanking crisis and 
Herrstatt in 1973/74, Mexico's 
□ear financial collapse in 1382, 
and the run on Contin ental Ill- 
inois in 1984. From time to 
time, other famous names 
ranging from BankAmerica to 


Financial sectors relative to their 
domestic markets (rebased) 



Chrysler and Lockheed, have 
sent shivers through the finan- 
cial markets, but did no lasting 
damage. In this respect the 
probl ems of Chase Manhattan, 
the second biggest US bank, 
are no different. 


at school in 19734 remember 
how dose National Westmin- 
ster came to the brink; Car 
fewer recall that between 1974 
and 1976, all five of the UK's 
quoted composite insurers had 
to raise new equity to repair 
the damage done to tneir 
shareholders’ funds by weak 
capital markets and lousy oper- 
ating results. But last Thurs- 
day’s echoes of 1974 in the 
equity market raise the ques- 
tion of whether history is 
repeating itself. 


Insurers 


Liquidity 

Its capital ratios still look 
respectable. But banks very 
rarely fail because of a lack of 
capital - more a lack of confi- 
dence. This is why liquidity is 
what matters most, as Drexel 
Burnham found to its cost. 
And while central banks are 
not going to let a big commer- 
cial bank go bust, there is less 
confidence about official sup- 
port for parent bank holding 
companies. This can have a 
knock-on effect on their ability 
to raise liquidity by issuing 
commercial paper, for example. 

An even more serious worry 
is that banks are most vulnera- 
ble to the sharp slowdown in 
the growth of global liquidity 
which fuelled the great bull 
market of the 1980's. This is 
responsible for the recent falls 
in equity and property prices 
and the longer ft continues the 
worse it is for the banks. Their 
bad debts increase, capital 
ratios are damaged, and their 
eagerness to lend evaporates. 
This is normal in a bear mar- 
ket But there is always an out- 
side danger that the authori- 
ties will not be able to prevent 
it developing into a self-feeding 
financial collapse. What has up 
till now been a relatively mod- 
est bear market would then 
turn into a much more serious 
affair. 

Dodgy bank balance sheets 
always make headlines. Those 
of insurance companies do not 
Even investors who were still 


The likely answer is not yet. 
and certainly not in every case; 
but the fundamentals are poor. 
A composite insurance com- 
pany is just management a 
back office, a bundle of shares, 
bonds and real estate and bil- 
lions of pounds of potential lia- 
bilities. So a 1990s environment 
of huge windstorm losses, price 
competition in the US and UK, 

inflation and falling financ ial 

markets is as nasty as can be. 
The insurers' liabilities, more 
often linked to wage inflation 
than to retail prices, are rising 
test. But their asset base is 
simultaneously being eroded. 

To be sure, the balance 
sheets are not quite as anaemic 
as in the early 1970a. As of 
June 30, the solvency margins 
of the UK composites, measur- 
ing shareholders’ funds as a 
percentage of premiums, were 
all comfortably above the legal 
minimum of 17 per cent: Sun 
Alliance at over 90 per cent, 
and even the weakest. Royal, 
at 44 per cent. The UK equity 
market has dropped 15 per cent 
since then, and short-dated 
gilts are down 3 per cent; but it 
takes a tot more than just a 
two or three month bear map 
ket to force a huge insurance 
company into a rights issue. 
And all the composites have 
peripheral assets, such as 
minority stakes in Continental 
insurers, which they could sell 
if need be. 

So much for the British 
insurers in isolation. Bnt the 
big difference between now 


and 1974 is that viewing than 
like that makes little sense. 
Insurance is still a long way 
from being a global business' 
like tobacco or soft- drinks; bur 
it is moving that way gradu- 
ally. as last year's AMP/Peart ' 
and Victoire/Colonla takeover* : 
showed. The really glaring 
thing now is the wide disport-, 
ties between countries like 
Germany. Switzerland and 
France, where the insurers' 
either have very strong 
finances or are statenowriedr " 
and those like the US and- the ' 
UK, where some insurance 
company balance sheets are ■_ 
coming under heavy pressure. 

In the US, where on average . 
the balance sheets and asset . 
quality of insurers Is worst, ~ 
Wall Street investors have 
already taken the point. Shares 
in Travelers Corporation, 
which ventured deeply into - 
Texas real estate, are yielding . 
103 per Cent, a 17 year high. , 
Another big insurance stock. 
Continental Corporation, yields. . 
12.3 per cent, and USF&G 
yields 14.5 per cent What the 
1990 bear markets in bonds and - 
equities are doing is to accen- - 
tuate even more the inequali- 
ties between the weak iasar- 
a nee companies and the , 
strong: So the nemesis of bath : ' 
British and US insurers in the 
end may be the same as the 
banks - the enforced rational- 
isation of their industry by for- 
eign predators with big money 
behind them. 


Interest rates 

Against this sort of back- 
ground It is no surprise that it 
is the financial sector which - 
has led equity markets down 
around the globe. The Stan- 
dard & Poor’s financial index is . 1 
38 per cent down from its peak, 
which is more than twice as 
big a fall as the overall OS - 
equity market.. The Tokyo 
banks and insurance index, 
and the FT-A financials, have 
also substantially underper- 
formed. All three peaked in - 
1987 - the tow point for official 
interest rates in the current 
cycle - and any recovery in 
equity markets generally, and 
the finanWai sector in particu- . 
lar. binges on lower interest 
rates. 

The recent doubling in the ! 
oil price has increased the risk f 
of inflation and recession, and 
the great danger for equity 
markets is that the world's 
central bankers will do noth- 
ing. The only consolation is 
that In the past, whenever 
such events have raised the 


risk of systemic financial proh 
ithi 


lems developing, the authori- 
ties have injected liquidity into 
the system. There is no reason 
to believe they will not do the 
same again. 
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Laying up in the 
convertible haven 


l"*®® 1 ™® w ® ro unhappy last week when UK 

convertible bonds, traditionally regarded as a 
haven against stock-market downturns, pro- 
y* d ®? ’l^iited protection against the slide 
m equities. None the less, as Tracy Corrigan 
reports, some investors regard the bonds as a 
good way to benefit from any closing of the 
yield gap between equities and gilts. Page 30 


Corrections Brent Walker 

Friday’s Financial Times contained an error in 
this summary column. The report that Peat 
Marwick McLintock, the accountants, had quit 
as auditors to Brent Walker was incorrect, as 
the fuller story on page 24 made clear. In fact. 
Peat Marwick have withdrawn their services 
from Brent Walker only in respect of a disputed 
transaction with Grand Metropolitan, ancf 
remain its joint auditors. The FT regrets the 
error . which was based on an incorrect news 
agency report. 


A shake-up in waste 

Bids last week in the fast-growing UK waste 
management industry would — if successful — 
swallow up two of the six quoted companies in 
the sector. The reason is the rising value oi 
holes in the ground. Page 26 


Flat first half at Indosuez 

The weakness of the 
dollar, poor stock mar- 
ket conditions and more 
difficult credit conditions 
have resulted in Basque 
Indosuez, the merchant 
banking subsidiary of 
France's Suez group, 
reporting ffat first half 
profits. Despite the dete- 
rioration of conditions 
since the Gulf crisis, 
however, Mr Antoine 
Jeancourt-Galignani, chairman, (above) says 
he hopes to maintain fuif year results in the 
region of 1989's FFr1.03bn. Page 27 



The root of bank stock jitters 

Recent share price setbacks for Chase Man- 
hattan, for Midland Bank, and for the Industrial 
Bank of Japan raise the question: why are the 
stock markets now so nervous about the 
banks? John Plender explores the subject. 
Back Page 
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Fed decision on J.P.Morgan attacked 


By Peter Riddell, US Editor In Washington 


THE US Federal Reserve’s 
far-reaching' decision to allow J. P. 
Morgan, the New York commer- 
cial bank, to underwrite corpo- 
rate equities has been attacked 
by Congressional leaders as an 
attempt to circumvent and pre- 
empt the legislature’s review of 
possible banking reforms. 

The Fed's decision is one of the 
most fundamental since the 
Glass-Steagall Act of 1933 split 
investment and commercial 
banking in the US. 

It comes at a time of increasing 
alarm in Washington about the 
financial problems of many 
banks and about the severe 
strain on the Federal fund which 
insures bank deposits. Moreover, 
both the Bush administration 
and Congress have been consider- 
ing fundamental reforms of the 
banking structure to be included 


in legislation next year. 

Responding: to the concerns of 
the influential securities industry 
lobby, Congress has for a long 
time resisted repeal of Glass-Stea- 
gall even though it has been 
eroded in practice. 

Congressman Henry Gonzalez, 
the Democratic chairman of the 
House Banking Committee, 
which will play a large part in 


any banking legislation next 
i that it ‘ 


year, argues that it is Irresponsi- 
ble for the Fed willy-nilly to add 
massive new risks to the banking 
system at a time when the tax- 
payer supported insurance fund 
is strained to its limits." 

The congressman, who once 
unsuccessfully sought to impeach 
Mr Paul Volcker, the former Fed 
chairman, accused the central 
bank of attempting to make new 
law. 


Other powerful committee 
chairmeo. including Congress- 
man John Dingell of Energy and 
Commerce, have also opposed 
allowing banks into the securi- 
ties’ area. 

Moreover, last week the Gen- 
era] Accounting Office, the Con- 
gressional watchdog agency, last 
week urged that powers should 
not be expanded for any banking 
institution until the Insurance 
fond is put on a solid tooting and 
regulators could credibly demon- 
strate the ability to oversee and 
adequately enforce safety and 
soundness standards. 

In the the light of the hugely 
expensive and unpopular savings 
and loan rescue. Congress is 
determined to avoid any repeti- 
tion in the banking industry 
which might result in a similar 
call on taxpayers. Consequently, 


legislation giving the Federal 
Deposit Insurance Fund freedom 
to levy whatever premiums on 
banks it sees as necessary to 
maintain the solvency of its fund 
was last week rushed through 
the House of Representatives and 
will this week be considered by 
the Senate. 

A wide-ranging debate is under 
way within the administration. 
Congress and the banking indus- 
try about possible reforms. The 
Treasury and the Federal 
Reserve are considering retaining 
the present deposit system in a 
modified form - possibly limit- 
ing the $100,000 guarantee to 
each individual rather than on 
each deposit - and stressing the 
need to increase capital require- 
ments to match risks and an 
extension of bank powers. 

The Glass-Steagall Act, a 


response to the post-1929 finan- 
cial crash and the depression, has 
partially lost its force in recent 
years. In particular. In January 
1989 the Fed gave commercial 
banks the power to underwrite 
corporate debt anrt hinted at an 
extension to equities. 

The immediate impact of last 
week's decision will be limited 
since J.P. Morgan is one of the 
strongest US banks and the 
change is limited since the bank 
will be allowed to derive no more 
than 10 per cent of its revenues 
from underwriting corporate 
equities, debt and related securi- 
ties. Moreover, the securities 
business will be separate from 
the rest of the bank with its Fed- 
erally insured deposits. 
Mounting problems for the 
banks, Page 23. John Plender 
column. Back Page. 


Piecing together the £lbn marriage 

David Lascelles looks at the progress of Morgan Grenfell’s integration with Deutsche Bank 
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O ne of the most closely 
watched marriages in the 
international banking 
b usiness is that between Deut- 
sche Bank and Morgan Grenfell. 

But nearly nine mouths after 
Germany’s largest commercial 
bank bought the City of London 
merchant bank for close on £lbn 
(SlJBbn), there is little for the out- 
side world to judge it by: no big 
cross-border deals or joint financ- 
ings, not even any tell-tale 
changes in management 
The only obvious evidence of 
progress was the establishment 
in Frankfurt this summer of 
Deutsche Bank Morgan Grenfell, 
a consultancy spe cialising in 
mergers and acquisitions. 

But the outward appearance 
belies some of the work that has 
been done behind the scenes to 
mesh the two banks' operations. 
“I think we have made good prog- 
ress in trying to put things 
together," says Mr Hilmar Hop- 
per, Deutsche's chief executive. 
“Co-operation is good. People talk 
to each other - have quite a bit 
of respect for each other." 

Deutsche's master plan is to 
have Morgan spearhead its move 
into the merger and acquisition 
(M&A) business worldwide, and 
provide investment banking sup- 
port for the rest of the group. 
(DBMG is a subsidiary of Morgan 
Grenfell rather than Deutsche.) 
Morgan’s other strength - fond 
management - is also to he 
allied to Deutsche's to form one 
of Europe’s largest fund manage- 
ment groups. 

But the challenge is to bridge 
the two banks' vastly different 
cultures, and prevent other 
potentially distracting events like 
the unification of Germany and 
the slump in the investment 
banking market from getting in 
the way - all things which scep- 


tical competitors expect to be 
stumbling blocks. 

A series of meetings and week- 
end conferences has been organ- 
ised to bring Morgan and Deut- 
sche staff together. Mr John Cra- 
ven, Morgan's chairman, has 
toured Deutsche's German net- 
work making presentations to its 
regional boards and top clients. 
He himself has become a member 
of the main Deutsche Bank 
board, a post for which he had to 
learn to speak German. 

But so far. more seems to have 
happened at the German end 
than the British. While Mr Kop- 
per says his bankers have wel- 
comed the arrival of the mer- 
chant bankers from the City, Mr 
Craven admits his own people 
have been slower to promote the 
services of their new parent ‘It's 
a matter of education," he says. 
“Achieving the proper level of 
cross referrals will take a great 
deal of time." 

Mr Kopper emphasises that 
Deutsche Bank is sensitive to a 
merchant bank’s need for inde- 
pendence. “We don't want to 
blend the cultures into a new 
average. In traditional merchant 
banking, people think, talk and 
write English." 


M r Craven says Morgan’s 
new status has obvi- 
ously raised questions 
about its independence. “But the 
reality is that we have not lost a 
single person of importance. We 
have gained clients and lost 
none. Enthusiasm has been sus- 
tained. The business has become 
a pleasure to manage." 

However, the two banks are 
having to learn to manage con- 
flicting interests. For example, 
Deutsche Bank is one of the lead 
lenders to Eurotunnel, but Mor- 
gan finds itself on the other side 


of the fence advising the troubled 
company on its new rights issue. 
Mr Craven says: “Deutsche Bank 
have been most supportive. But I 
don't pick up the phone to them 
and ask them what to do." Says 
Mr Kopper: "We made it clear 
one side should not rely on the 
other side being pushed into it." 

Morgan Is also advising Conti- 
nental. the German tyre maker in 
its proposed alliance with Pirelli. 
Deutsche Bank is one of Conti- 
nental’s largest shareholders 
with 5 per cent, and says it is 
taking a “neutral” stance. 

Two events would not have 
happened without Deutsche 
Bank’s support, Mr Craven 
believes. One was Morgan’s new 
trans-Atlantic corporate finance 
alliance with Gleacher & Co, a 
New York M&A specialist firm 
formed by Erie Gleacher, the for- 
mer head of international M&A 
at Morgan Stanley. Hie other 
was Morgan’s hiring of the com- 
plete 50-strong asset trading team 
from Libra Bank, the former con- 
sortium bank. “They came to us 
because we are a stable organisa- 
tion with access to a substantial 
portfolio of assets,” he says. 

Even so, Morgan's performance 
this year will be disappointing 
because of the faU-off in merger 
business. Mr Kopper says: “That 
doesn't worry us. We didn’t make 
this investment to judge it by the 
first year's result” 

What sort of a return is he 
looking for? “We want a direct 
return that Is reasonable com- 
pared to other investments we 
could make with the money." He 
stresses the word direct; the indi- 
rect benefits of the merger will be 
hard if not impossible to mea- 
sure, he says. 

But where will the direct bene- 
fits come from? The creation of 
the single market in Europe is 



Putting things together; Hilmar Kopper (left) and John Craven 


seen as a big potential source of 
business as whole Industries 
shake down into new structures. 
The deregulation of the German 
fond management business, in 
particularly the introduction or 
funded pensions, should give big 
scope for Morgan’s fund manage- 
ment expertise. 

And the modernisation of East 


Germany should spur demand for job. ' 


Morgan’s corporate finance skills. 
DBMG is planning to open an 
office in Berlin. “There are 8.000 
companies for sale in East Ger- 
many 1 ’ says Mr Kopper. “We are 
the most active bank in that 
country and we have access to 
virtually all of them. This should 
not be a closed-shop German 
thing. Morgan can do a valuable 


Stake in 
Murray 
Johnstone 
for sale 


By Andrew Bofger in London 


MURRAY JOHNSTONE, one of 
the UK’s largest independent 
fund managers, is seeking a 
buyer for a 9.4 per cent holding 
in the group — and would be 
ready to offer a bigger stake to 


the right purchaser. 
The unlisted 


group, based in 

Glasgow, is trying to place the 
9.4 per cent stake currently held 
by Kemper Financial Services of 
Chicago, one of America’s big- 
gest mid fastest growing mutual 
fund managers. 

Kemper bought its stake in the 
Scottish group's parent company 
in 1987. Murray Johnstone and 
Kemper ran a joint venture oper- 
ation from 1980, managing the 
International investment funds 
of US pension funds. But this 
was wound up 18 months ago. 

Mr Nicholas McAndrew, man- 
aging director of the Murray 
Johnstone parent company, 
denied a report that the whole 
group was up for sale. However, 
he said the right sort of pur- 
chaser could be offered more 
than the Kemper stake. 

Murray Johnstone, which has 
funds of some £4bn under man- 
agement, could prove attractive 
to a European bank or overseas 
buyer keen to establish a foot- 
hold in Europe. 

In the last two years several 
leading UK fund management 
businesses have been bought by 
European financial service 
groups. Dresdner Bank paid 
£25. 2m ($45. 4m) for Thornton 
Investment Management in 
June, 1988. and Bank in Lichten- 
stein bought GT Management for 
£91 -5m at the beginning of 1989. 
Last year also saw Societe Gener- 
ate secure Touche Remnant for 
£50m and in March Banque Indo- 
suez paid £154 An for Gartmore 
Investment Management. 

Mr McAndrew said that while 
Murray Johnstone might be 
attracted by an overseas bank 
with a large number of branches, 
the prospective buyer need not 
be a bank or indeed from over- 
seas. Murray Johnstone was 
keen to expand its international 
business and would be interested 
in working with any partner 
which could bring a large 
amount of money for it to invest 

About 70 per cent of the shares 
in Murray Johnstone’s parent 
company are held by Murray 
Income, Murray International, 
Murray Smaller Markets and 
Murray Ventures. The remaining 
20 per cent of shares are held by 
directors and other members of 
staff. The search for a buyer is 
being conducted by Phoenix 
Securities, the subsidiary of the 
merchant bank Morgan Grenfell 
which specialises in financial 
institutions. 


Economics Notebook 


Praise in Trinidad trouble in Washington 

Peter Norman reports on a mixed week for the UK chancellor 


LAST week was one of mixed 
fortunes for Mr John Major, 
the UK chancellor. 

His unveiling of a four point 
plan to help the poorest, most 
heavily indebted countries at 
the Commonwealth Finance 
Ministers' meeting in Trin i da d 
earned him fulsome praise and 
instant popularity among his 
fellow ministers, most of whom 
were from the Third World. 

After hitching a lift to The 
International Monetary Fund 
meeting in Washington with 
Mr Michael Wilson, the Cana- 
dian Finance Minister, he was 
plunged on Friday into a mini- 
sterling crisis ana new contro- 
versy about Britain's eventual 
entry into the exchange rate 
mechanism of the European 
Monetary System. 

The Chancellor has long 
imrigtori that there should be 
no doubt about his intention to 
take Britain into the ERM 
when he is satisfied that the 
conditions are right. It is little 
wonder, therefore, that a cer- 
tain weariness has crept into 
his responses to persistent 
questioning about the EMS. 
But last Friday he added a Ut- 
ile to the debate about when 
Britain enters the ERM by 
underlining the importance of 
future relative inflation rates. 

-What really matters, is 
what happens from now on. 
he said. “The rise in oil prices 
is affecting both our inflation 
rate and that of our European 
partners. Indeed, to some ways 
we are better placed than oth- 
ers to handle oil price rates. 

The latest edition of the 
IMF’s World Economic Outlook 
gives some idea of what the 
Chancellor meant It projects a 
sharp toll to UK consumer 
price inflation from August s 
10.6 per cent level to just above 
5 per cart by the end of next 

Vgof 

Over the same period, the 
JMF sees Germany’s rate mov- 
ing up from under 3 per cent to 


around 4 per cent and Italy's 
inflation rate stabilising at 
around 5 pm cent Of the lead- 
ing exis ting ERM nations, only 
France is expected to achieve 
farther success on the inflation 
front with its consumer prices 
rising by less than 3 per cent 
by the end of 1991. 

Such circumstances in a 
year’s time would satisfy Mr 
Major’s ideal of Britain's infla- 
tion being “proximate" to that 
of its EC partners. But he has 
left himself plenty of scope to 
determine the exact date of 
ERM entry at any time after 
this process of convergence has 
begun. 

Interestingly, several senior 
officials in Britain’s EC partner 
countries believe ERM entry 
will come soon. 


debtor-creditor relationships. 
Separate internal World Bank 
and IMF studies paint a grim 
picture of the debt problem of 
the poorest heavily indebted 
nations over the past 10 years. 

The IMF said their medium - 
and long-term debt almost dou- 
bled between 1582 to 1989 to 
$59bn, with the portion owed to 
official creditors growing to 
more than 90 per cent of the 
whole. The World Bank study, 
which encompassed short-term 
debt, said total external debt of 
severely indebted, low income 
countries rose two and a half 
times to $84bn over the past 10 
years. 

In both cases, the upwards 
trend is clear. Such growth 
rates in the stock of debt were 
the reason Mr Major decided to 
act 


Debtor Problems 

The Chancellor’s debt initia- 
tive - if approved by the other 
members of the Paris Club 
group of industrialised creditor 
nations - could go some way 
to easing the lot of those poor- 
est developing countries that 
stand to lose from the recent 
surge to oil prices. 

But Britain’s plans to 
improve significantly the 
so-called Toronto Terms for 
cutting the official debts of 
poor nations were to prepara- 
tion long before Iraq invaded 
Kuwait at the beginning of 
August. While industrial 
nations have prospered, there 
has been a steady build up of 
these nations’ debt load despite 
frequent rescheduling. 

Hi g hli g hting the problem, an 
IMF background paper pre- 
pared for this week’s annual 
meetings of the IMF and World 
g?nfc said only five of the 50 
countries which obtained Paris 
Cluh rescheduling of their offi- 
cial debts since the onset of the 
debt crisis at the beginning of 
the 1980s overcame their prob- 
lems and returned to normal 


Commonwealth Boost 

It was noteworthy that Mr 
Major chose to unveil his ini- 
tiative at a Commonwealth 
finance ministers' conference. 
In the past, these annual meet- 
ings have rarely featured high 
among the Treasury's priori- 
ties. However, the 50-nation 
Commonwealth has undergone 
a subtle change in recent 
years. All its members now 
subscribe to the ideals of the 
market economy. The organisa- 
tion has also established mod- 
est but practical initiatives to 
promote the economies of 
developing nations to the Com- 
monwealth. 

One long-running project is 

the Commonwealth Fund for 
Technical Cooperation, which 
has a budget of £30m this year. 
This fund gives developing 
countries knowhow on matters 
such as budgetary control and 
debt management. Experts pro- 
vide advice on such matters as 
how to formulate borrowing 
policies and strategies or how 
best to renegotiate debt with 
commercial banks. 


The Fund has expanded its 
activities to promoting private 
investment and mobilising 
resources for development pro- 
jects through stock exchange 
operations. 

Its Technical assistance 
Group is assisting to the estab- 
lishment of stock exchanges or 
improving their operations to 
Papua New Guinea, Mauritius 
and Ghana. 

This month, the Common- 
wealth has set up an equity 
fond to channel institutional 
investment into Common- 
wealth developing nations. 

The fund had an inauspi- 
cious start when Barclays de 
Zoete Wedd withdrew as place- 
ment agent and Nlkko Securi- 
ties from its planned role as 
underwriting agebt At $56. 6m, 
it is smaller than the $75m to 
SlOOm originally planned. 

But it secured the backing of 
the International Finance Cor- 
poration, the World bank affili- 
ate which promotes private 
enterprise. 

The fund is expected to 
begin investing in India and 
Malaysia. It is, also negotiating 
to gain access to markets in Sri 
Lanka, Jamaica, Botswana, 
Papua New Guinea, Barbados 
and Trinidad. Discussions are 
also raking place with Pakis- 
tan, Nigeria, Kenya Zimbabwe 
and Cyprus. 

The above list illustrates the 
wide variety of nations that 
make up the Commonwealth. 
It includes all types of econ- 
omy from the industrialised 
Group of Seven countries such 
as the UK and Canada, 
through newly industrialising 
nations such as Malaysia, 
small island states to the 
impoverished nations of Sub 
saharan Africa. In an interde- 
pendent world, it therefore pro- 
vides a forum for sharing expe- 
rience and understanding. 
Interview with Michel Cam- 
dessus, m a n a g i n g directors of 
the IMF, Back Page 


Banks mull 
$51m loan 
to Goodman 


By Kleran Cooke in Dublin 


A GROUP of 33 banks owed 
more than 2£450m by Good- 
man International are due to 
decide today whether or not to 
advance a further l£30m 
($51.7m) of emergency work- 
ing capital to Ireland and 
Europe’s biggest beef proces- 
sor and exporter. 

If the additional funds are 
not forthcoming the Examiner 
appointed to oversee Goodman 
International's affairs would 
be forced to either look else- 
where for cash to cover costs 
during the present cattle 
slaughtering period, or close 
the company's operations. 

Mr Larry Goodman, head of 
Goodman International, has 
apparently agreed that other 
privately held assets be 
brought under the Examiner’s 
control. However, some banks 
have made it (dear that they 
have lost trust In Goodman 
and are likely to advance 
strong arguments against any 
further funding for the group 
at today’s meeting between 
bankers' representatives and 
the Examiner. 

In another development rep- 
resentatives of the Goodman 
group will today be involved 
In court proceedings in Cyprus 
over what they say is a fraud 
against the company involving 
up to I£35m. Mr Goodman says 
that l£20m Lodged in the bank 
account of an Import/export 
company to Paphos, Cyprus is 
part of a loan he raised from 
Barclays Bank, Dublin, earlier 
this year. In a complex piece 
of financial orienteering, the 
money apparently made Its 
way via the Channel Islands, 
London and Luxembourg to 
Cyprus. 

Mr Goodman has Issued 
writs against Barclays and its 
Irish subsidiary. Mercantile 
Credit as well as a Dublin 
financial services company 
over the alleged missing 
funds. 



To: linda Clement. Blart Country Development Corporation, Black. Country House, Hounds Green Road, Otdbuiy 
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Please send me: a copy of your 1990 Report & Accounts □ details of sites and premises avatfaWe □ ipfease tx±j 
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-Postcode. 


-Telephone. 







26 


FINANCIAL TIMES MONDAY SEPTEMBERS 1990 


COMPANIES AND FINANCE 


Cluff Resources to 
raise £llm via 
Zimbabwe flotation 

By Kenneth Gooding, Mining Correspondent 


CLUFF RESOURCES, the 
USM-listed gold mining com- 
pany, is to float 15 per cent of 
Its subsidiary in Zimbabwe to 
raise Z$52-5m net (£llm). 

Terms of tbe float, fully 
underwritten by Standard 
Chartered Merchant Bank, 
Zimbabwe, value the subsid- 
iary at £78m compared with 
the value of £36m placed on 
duff as a whole In the London 
market. 

Mr Algy Cluff, chairman, 
said he believed it was the first 
time a foreign company had 
listed on an African stock mar- 
ket (outside South Africa) for 
SO or 40 years. 

Cash raised from tbe flota- 
tion will be retained in Zim- 
babwe, eliminate Cluff Zim- 
babwe’s debt, leave it with 
about Z$20m of cash and a fur- 
ther Z$20m of financial facili- 
ties. 

This will enable exploration 
and expansion plans to be 


speeded up and could also be 
used to seize other mining 


opportunities as they occur. 

Parallel with the Zimbabwe 
flotation, expected to become 
effective not later than October 
16, Cluff will move from the 
USM to a full listing. 

Cluff has also reported a 28 
per cent improvement in tax- 
able profits for the half-year to 
June 30. from £790,000 to 
£LQlm. 

Gold production in Zim- 
babwe was up 18 per cent on 
the same period last year to 
34,606 troy ounces. Cash oper- 
ating cost of production (which 
excludes interest and deprecia- 
tion, depletion and amortisa- 
tion) equated to about US$259 
($252) an ounce. The gold was 
sold for £228 an ounce, against 
£231. 

As before, there is no 
interim dividend but Mr Cluff 
said the company expected to 
pay a final. 


All-round 
growth lifts 
Liberty 24% 

All-round improvements 
enabled Liberty, the retailer 
and wholesaler of upmarket 
goods, to raise pre-tax profits 
by 24 per cent from £2.1m to 
£2.6m in tbe six months to July 
28 1990. 

Turnover grew 14 per cent to 
£41 .3m. Earnings per share 
climbed from 7.22p to 9.27p, 
while the interim dividend 
has been raised from 1.4p to 
L7p. 

Mr Harry WebZin, the chair- 
man, said the directors were 
confident that the diversifica- 
tion strategy built around core 
activities placed the company 
in a better position than most 
textile orientated UK compa- 
nies to maintain profitable 
growth. 

The retailing side turned in a 
profit this time of £8,000 
(£435.000 loss), while convert- 
ing and wholesaling improved 
profits from £2,07m to £2.46m, 
and printing made £554,000 
(£520,000). 

Interest payments rose from 
£282,000 to £821,000 in the 
period. 


Taveners 
£78,000 in 
red midway 

Although gross profit margins 
were much in line with last 
year, heavier operating 
expenses left Taveners, the 
Liverpool-based confectionery 
maker, £78,000 in the red for 
the first half of 1990. compared 
with a £138.000 pre-tax profit 
last time. 

Mr Wiliam Tavener, said the 
company ran into unforeseen 
production problems associ- 
ated with the start-up of a new 
product which was not only 
costly in itself, but led to pro- 
duction inefficiencies and 
shortage of supply at a crucial 
time. 

In August, a serious mechan- 
ical failure on the marshmal- 
low plant resulted in Taveners 
being totally out of stock for 
three weeks and the wastage of 
much product. Mr Tavener 
said in view of lost sales and 
the cost of remedying these 
problems, the company was 
likely to show a full year loss. 

First-half turnover was 
£5. 64m (£5.13m). There was 
again no tax and loss per share 
came to 2.7p (477p earnings). 


Turkish 
group plans 
to change 
BCMB name 

By Richard Waters 

CUKUROVA Group, the 
Turkish group seeking to boy 
British & Commonwealth's 
Merchant Bank, intends to 
change the bank's name to end 
associations with the collapsed 
UK financial services group, a 
senior executive said. 

In an interview, Mr Melffx 
Araz, president and chief exec- 
utive of Interbank, a subsid- 
iary of Cnknrova, said the new 
name bad not yet been decided 
but would reflect Its Image as 
a British merchant tank, 
rather than its new Turkish 
parentage. 

Cnknrova, which expects to 
pay £40-£50m for tbe bank, 
win use its acquisition to help 
raise funds in London for 
Turkish companies, said Mr 
Araz. It would strengthen 
BCMB’s syndications and cor- 
porate finance areas, while 
dropping its private banking 
division. 

Mr Araz attacked sugges- 
tions that tbe Bank of England 


might be unwilling to author- 
ise Cukurova to own a UK 
bank on the grounds that it is 
a diversified industrial group 
and, as such, was a more risky 
parent than a bank. Half the 
group's profits and 80 per cent 
of Its assets were in the finan- 
cial area, he said. 

However, much is non-bank- 
ing, such as leasing and insur- 
ance, and so outside the 
of banking regulators, in 
same way as the Atlantic Com- 
puters leasing business which 
brought B&C to its knees. 

Qukurova expects most of 
the £100m in BCMB which 
belongs to private depositors 
to be withdrawn as soon as the 
bank, which Is In administra- 
tion, is allowed to re-open. To 
cope with this liquidity prob- 
lem, It is planning to sell off 
part of BCMB’s loan book, as 
well as patting in place a line 
of credit as a backstop. It also 
intends to seek the continued 
support of the banks which 
are BCMB’s creditors. 

Cnknrova has been given 
exclusive negotiation rights 
until the middle of October, 
and hopes to complete its 
acquisition by the end iff the 
year. A review of the loan 
book has has revealed the 
need for a higher level of pro- 
visioning against property 
loans, said Mr Araz. 


The bigger players now rationalising 

David Thomas on the changing trend of takeovers in the waste management industry 


B RITAIN’S fast-growing 
waste management 
industry seems deter- 
mined to buck the trends. 
Amid all the talk of recession, 
it is booming. With takeover 
activity at a low ebb, the sector 
is beset by mergers and acqui- 
sitions. 

Until now, takeovers in the 
industry have tended to take 
one form: small private compa- 
nies have been swallowed by 
one of the industry’s larger 
players. But last week the 
rationalisation moved into 
higher gear. 

On Tuesday, Leigh Interests 
made an all-paper recom- 
mended offer for HT Hughes, 
which valued the USM-qnoted 
company at £33m. On Friday 
morning. Severn Trent, one of 
the privatised water compa- 
nies, launched a £78m hostile 
cash bid for Caird, and later in 
the day lifted its stake from 5.1 
to 23.6 per cent 
If both bids go through, two 
of the six UK quoted waste 
management groups will disap- 
pear into larger concerns. And 
they will do so at what, by the 
standards of most sectors, 
would be generous prices: Sev- 
ern Trent’s bid values Caird at 
2L8 times its forecast profits 
for 1990, while Leigh’s offer 
represents a multiple of 26 
times Hughes’s eaming s in the 
year to February 1990. 

Why is such an unglamorous 
industry so highly rated? What 
is driving thin rash of acquisi- 
tions? 

For an answer to both ques- 
tions, consider the value of 
holes in the ground - particu- 
larly when they come complete 
with planning permission for 
use as waste dumps, known 
euphemistically in the trade as 
‘’landfill sites.” 

Most of the UK’s fast grow- 
n e waste mountain is dumped 
in landfill sites, yet waste man- 
agement companies have to 


VALUE OP LANDFILL SITES 


COMPANY 

CAPACITY 
(m ca m) 

VALUE 

(EM) 

Shanks & McEwan 

80 

220-280 

Leigh 

SO 

100-125 

Caird 

BO 

90-120 

Attwoods 

30 

60-90 

HT Hughes 

IS 

34-45 



Methods of waste disposal 


jump ever higher hurdles to 
win planning permission for 
dumps. 


The Inevitable 
higher site 


the dumps, 
result is 
values. 

Mr Edmund Bradley, an ana- 
lyst with Citicorp, says, for 
example, that Shanks & McE- 
wan paid less than £1 a cubic 
metre in 1988 when it acquired 
landfill rights In the south-east 
of England from Hanson, the 
industrial conglomerate. Mr 
Bradley now values Shanks & 
McEwan’s sites at £2.75-£3 .50 a 
coble metre. 

Mr Bradley has attempted to 
estimate the medium term 
value - after development 
costs have been incurred - of 
companies’ landfill holdings 
(see table). He has concluded 
that the ma in value of most 
companies' lies In these sites. 
The exception is Attwoods. 
most of whose operations are 
overseas. 

However, there is another 
side to the equation: higher 
environmental standards are 
forcing up costs. Many smaller 
outfits, technically and 
financially unable to keep up 
with the leaders, have sold out 

Leigh, for example, com- 
pleted nine acquisitions for a 
total of £2A5m In 1388-90, while 
Shanks & McEwan made 
over 20 since its Hanson deal, 
nearly all of them smalL 

*Tt really isn’t a business for 
the small company any 
more.. .It's becoming like the 
US, where waste management 
is a professional industry for 
the big player,” says Mr Roger 


Hewitt, managing director of 
Shanks & McEwan. 

Tbe Environmental Protec- 
tion Bill will Intensify this 
trend after it becomes tew this 
autumn. Not only win it entail 
still higher standards fra: waste 
management companies, it wfn 
also place new requirements 
on waste producers. The latter 
are likely to turn lncreas 
ingly to established high 
quality waste managers to 
take the problem off their 

They wffl find plenty of com- 
panies queuing for th?.ir busi- 
ness besides the quoted waste 
management groups. Several 
Industrial conglomerates now 
have thriving waste manage- 
ment arms. 

The main players include 
Biffa, a subsidiary of BET; 
Cleans way, a GKN-B rambles 
joint venture; Cory Waste, 
owned by OTT; and Waste 
Management Ltd, which Is 
owned by NFC and is distinct 
from the US company of the 
same name. 

The water industry wants to 
diversify into waste manage- 
ment, as Is evident from Sev- 
ern Trent’s bid for Caird. 
Northumbrian, Severn Trent, 
Southern, Thames, Welsh and 



Yorkshire water companies 
already have waste manage- 
ment subsidiaries; some 
observers expect others to fol- 
low. 

Companies from North 
America and continental 
Europe are also showing an 
interest. Waste Management 
Inc and Brownlng-Ferris Indus- 
tries, the two leading US waste 
companies, Laidlaw Transpora- 
tion, Canada’s biggest waste 
group, and French companies 
such as Saux are all either 
active or seeking to become 
established. 

There are still plenty of 
smaller fish for them to swal- 
low. The highly fragmented 
Industry contains over 2,500 
companies, mostly tiny and 
local, according to the National 
Association of Waste Disposal 
Contractors. The Intriguing 
question is whether the larger 
players will continue to ration- 
alise. 


Mr Hewitt believes so: **i sus- 
pect there's going to be farther 
ratio nalisatio n. One or two of 
the subsidiaries of conglomer- 
ates will be disposed of by 
their conglomerate parente." - : 

By contrast, Mr Bradley says 
the conglomerates would - be 
unwise to quit the business: it 
is both more profitable than 
many of their core activities 
and its value Is set to rise. He 
predicts Instead attempts to 
realise some of the value 
locked in the subsidiaries by 
partial flotations or joint ven- 
tures. 

The Gulf-induced market 
decline, together with Caird's 
unexpectedly poor profit per- 
formance earlier this month, 
have knocked some of- the - 
siting off share prices in the 
sector. But most industry fol- 
lowers believe this to be a tem- 
porary setback: waste iooks set 
to be one of the trendier indus- 
tries of the 1990s. 


* 


Dinkie Heel shortfall 


TAXABLE PROFITS at Dinkie 
Heel, the supplier of compo- 
nents to the footwear industry, 
fell by £66,000 to £172,000 in the 
first half of 1990. 

The company blamed the 
harsher economic dfanpto for 
the shortfall, but pointed out 
that the pre-tax figure had only 
fallen slightly compared with 
the £180,000 achieved in the 
second half of 3989. 


It added that reorganisation 
had continued and that three 
of the four enterprise group 
sites had been consolidated 
into new, purpose-built prem- 
ises. 

Turnover rose from £&S5m 
to £4.17m for the period. Earn- 
ings however, d ropped to Q97p 
(1.35p) per share and the 
interim dividend is maintained 
at 0.35p. 


UNITECH 



A BALANCED PORTFOLIO 

■ Sales spread over the three major world markets 
■ Profits in a mix of Dollars, Ifen and European currencies 
■ Design and manufacturing in three continents 



Summary of financial results 


Sales 

Profit before tax 
Net assets 
Pre-tax return on net assets 


tsar to 
3 1st May 1990 

£291.5m 

£26.2m 

£61.3m 

43% 


3 1 st May 1989 

£269.2m 
£22. lm 
£56.6m 
39% 


If you would life to find cut mare about Unitech, please HI in the coupon below. 

r 


UNITECH 


Unitech is a worldwide 
manufacturer of electronic 
components and controls. 


lb: The Company Secretary, 

Unitech pic, Phoenix House, Station Hill, Reading. Berkshire RG 1 1NP. 
Please send me a copy of your 1990 Annual Report 


Name. 


Address. 


L 


-Postcode- 




Daily Farm Inti, 
climbs to $78.6m 

Dairy Farm International 
Holdings, tiie Hang Kang-based 
food products and dairy farm 
group, increased taxable prof- 
its from US$68 -3m to S78.6m 
<£42m) for the six mouths to 
June SO. 

Turnover rose to $l.4bn 
($1.18bn), with operating profit 
at $54.6m ($4? -9m). Tax took 
$l3J8m ($13 5m). Earnings per 
share emerges at 3.55c (3.11c). 

An Interim dividend of L35c 
(3.15c) Is declared. 


LAST WEEK'S CROSS BORDER DEALS 

BfDDER/INVESron 

TARGET 

SECTOR 

VALUE 

COMMENT 


Plrejm (Italy] 

Continental (W Gar) 

Tyres 

N/A 

Pirelli offers 
marriage 


Scottish A Newcastle 

(UK) 

Center Parcs 
(Netherlands) 

Holiday 

villages 

Eiaom 

Bid lor 40 % 
outstanding 


Robert Maxwell (UK)/ 
Bertefamana (W Gar) 

Berliner Verlafl (E Gar) 

Publishing 

£85-£100m 

Buyers taking 
halt each 


MatpubBe (US) 

Lowe Group (UK) 

Advertising 

£79m 

Surprise bid 
for agency 


PAG Kugetflaehar 
(WGer) 

Barden 

(US) 

Ball hearings 

E70m 

US expansion; 
huge premium 


Star Enterprises (US) 

Florida store chain (US) 

Retailing 

£ 43 m 

Australia’s 
Panlide sells 


Bovta (UK) 

McOevftt & Street (US) 

Construction 

£27 .5m 

US expansion 
tor P&O unit 


Usinor SecOor (France) 

ASO (UK) 

Steel 

distribution 


Green fight tor 
20% stake 


Eurocem (France) 

Creamer Dickson Inti (UK) 

Public 

relations 

Cf0.75m 

UK’s Aegis 
streamlines 


flosafgnot (France) 

Roger Cleveland Golf (US) 

Golf clubs 

N/A 

Ski maker 
diversifies 
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£ 7 , 000,000 

HMC MORTGAGE NOTES 6 PLC 
Class B 

Mortgage Backed Roaflng Rata 
Nates due September 2030 
Fbr Ihe Merest Period from Septem- 
ber 19. 1990 to December 19. 1890 
toe Nats Rale baa been determined 
at 1 Sj 8376% par annum. The 
internal payable on toe ro la w nt 
interest payment date. December 
19. 1980 will be £3,973.40 per 
£100.000 nominal amount 
By: The Owe MmMu BwMA 
Loadtn, toad Bo* 

September 24, 1990 


SRF Mortgage 
Notes l PLC 

£150,000,000 
Class A 
£11,500,000 
Class B 

Mortgage backed 
floating rate notes 
March 2021 

Far the Merest period 20 
September i960 to 20 December 
IWO the Class A notes aid bear 
Interest at IS. 1375X per armam. 
Interest payable on 20 December 
1990 aria amount to S3.774.OI per 
S 100.000 note. The Clas s Boo tes 
witt bear Interest at 15.8375% 
per annum. Interest payable on 
20 December 1990 will aiaaant to 
S4S4.OSO.6SperSU.SDO.000 


t Morgan Guaranty 
Company 


JP Morgan 


SANWA AUSTRALIA 
LEASING LIMITED 
SANWA AUSTRALIA 
FINANCE LIMITED 

A$Z00,000,000 
Guaranteed Floating Rate 
Notes Due 1993 

In accordance with tbe onwfitioaa 

of the notes, notice is hereby gtesn 
that far foe three-month period 
20th September 1990 to 20th 
December 1990 (91 days) the notes 
win carry an interest rate of 
13,1753% p.a. Relevant interest 
payments will be as foBowa: 

Notes of AS100.000 
AS3.284-93 per conpoo. 

THE SANWA BANK LIMITED 
Agent Bank J 


This advertisement is issued m coral 


wish tbe Reg 


r tbe Council of The International Stock 
„ _ r ILimiSed. U does not constitute an offer or invitation 

to subscribe firrorfinrebase shares. Application bos been made to the Council aflh* Stock Exchange for the grant 
of permission to deal hr tbe whole of tbe Ordmatj Share capital of Standard Platforms Holdings PIC in the 
Unlisted Securities Market. It is emphasised that naappbcatiou has Seen made for these securities to be admitted 
to listing. 
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STANDARD PLATFORMS 
HOLDINGS PLC 

(Incorporated under the Companies Act 1985. Registered in England No. 2479302) 

Placing by 

Rickett & Co. limited 

of 

945,000 New Ordinary shares of lOp each 
at 22 5p per share 

Augments for an octets offering in the United States of America are being made with 
March* Seeuntics Jnc Apphraaon has been made for a listing of the New OtdirSrv Shares of 
t he C ompany in the United States of America on the NASDAQ Svstem famtvwJ i 
SPTH-F) =md Tte ftrifk Stock in Califbmjt. USA Symb ° l 


Authorised 

€450,000 


Share Capital 

in Ordinary shares of iOp each 


Issued and to be issued 

fully ptad 

£368,200 


including 8th October, 1990 from: wraanonai Mock Exchange and up to and 

Rickett A Co limited Standard Platforms Holdings PLC 

3-5 St John Street CHcnfield Park 

Usodon EGLM 4AE Northrop Avenue 

Blackburn 

LmcashireBB15QF Minnesota 55402, USA 

ggtesase^geattg!ra i=M- --B-i 

london tune on 3rd October, 1990. commence at 2.30 pm 

24th September, 1990 


Marche Securities, Inc. 
Jk&aissance Square 
512 Nicollet Mall 
Suite 4 00, Minneapolis 
Minnesota 55402, USA 
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COMPANIES AND FINANCE 


Banque Indosuez shows flat first half 


By George Graham in Paris 

BANQUE Indosuez, the 
merchant * — — • • — 

of Franc**' 


reported flat first-half profits in 
the face of the weakness of the 
dollar, poor stock market con- 
ditions and more difficult 
credit conditions. 

■* £ank ^Ported net prof- 
its of FFr5 12 m (586m), 2 per 
cent higher than in the same 
period of 1989, with lower 
banking income - down l ner 
cent at FFr4.4bn - offset bya 
reduced tax charge. 

Chase AMP 
forecasts 


Despite the Gulf crisis. Mr Izl addition, Mr Jeancourt- FFi290ni in provisions against 






-a atuu uc 

hoped to maintain full-year 
results in the same region as 
loss’s FFrl.03bn. 

Indosuez’s results have been 
affected by t he weakness of the 
dollar, which accounts for 
around 35 per cent of its bal- 
ance sheet, and by the fragility 
of world stock markets, espe- 
cially Tokyo, where its broking 
subsidiary W. L Carr has had 
to reduce its costs. 


■mu - wunseuea m uuiuunes 

such -as the UK, the US, Aus- 
tralia and Belgium, and the 
bank bad more than doubled 
Its client risk provisions to 
FFr2S0m in the first half. 

Lending margins also nar- 
rowed, especially in France, 
where the reform of buyer's 
credit rules two years ago is 
beginning to have an impact 
on the market. 

Indosuez bad put aside 


uiumuh, up u um r r uooiu a 

year earlier. Mr Jeancourt-Gal- 
ignani said higher reserves had 
been needed for loans in 
France, the US. Britain, Bel- 
gium and Australia. 

Indosuez’s Middle Eastern 
subsidiary. Bank al Saudi al 
Fransi. doubled its first-half 
profits. The effect of the Gulf 
crisis on Indosuez' s full-year 
profits is estimated at around 
FFrSOm. 


Hong Kong Land plans to adopt 


deeper losses a more international image 


CHASE AMP B ank, bailed out 
over the weekend by its two 
parent companies, said its 
losses would deepen in 1990 
due to a string of corporate 
collapses and the slowing Aus- 
tralian economy, Reuter 
reports from Sydney. 

Chase AMP, one of 15 banks 
which have licence to operate 
In Australia, said it had 
received an A$80m (US$66m) 
capital infection from its par- 
ents, Chase Manhattan of the 
US and the Australian Mutual 
Provident Society. 

“This additional capital is 
evidence of the confidence of 
"both partners that over time 
we will build a profitable hank 
in Australia,” said Sir James 
Balderstone, Chase AMP chair- 
man. 

“The general deterioration 
In the Australian economy and 
the concern that we currently 
have with some of our corpo- 
rate borrowers has led us to 
believe that farther loss provi- 
sions may be required," Mr 
Balderstone said. “These pro- 
visions, and the cost of fend- 
ing loans not paying interest, 
will lead to a 1990 loss in 
excess of that In 1389.” 

Chase AMP lost A$29 Jm in 

1989 and set aside loan loss 
provisions of AJSlm. 

Swiss machinery 
sales improve 

GEORG FISCHER, the Swiss 
wiarfifnery' gTODp, saw group 
sales improve by 4 per emit to 
SFrLGbn ($Otm) in the first 
eight months of 1990, AP-DJ 
reports. The company reiter- 
ated that group net profit tor 

1990 would show an improve- 
ment In 1969, Fischer posted a 
net of SFr73m. 


By Angus Faster in Hong Kong 


HONG Kong Land, the 
property arm of the Jardine 
Matheson group, has 
announced plans to adopt a 
more international image and 
broaden its shareholder base. 

The company is seeking a 
listing on the International 
Stock Exchange in London for 
its shares and warrants. It is 
also launching a sponsored 
American Depositary Receipts 
programme and redenominat- 
ing its share capital into US 
dollars. Tbe moves follow the 
company's listing on the Lux- 
embourg Stock Exchange in 
March. 

Hong Kong Land's decision 
was expected because two 
other companies in the Jardine 
group, Jardine Matheson and 
Dairy Farm International, were 
listed in London earlier this 
year. 

More than 99 per cent of the 
company’s assets are based in 
the colony. 


The company Is the largest 
landlord in Hong Kong’s cen- 
tral financial district. Hong 
Kong Land has said for over a 
year it plans to invest overseas 
but has not done so yet 
Jardine executives say over- 
seas listings by companies in 
the group are business deci- 
sions aimed at increasing their 
international exposure and 
overseas shareholders base. 

But some analysts say the 
moves are equally politically 
inspired. They recall that Jar- 
dine was tbe first Hong Kong 
company to switch domicile to 
Bermuda in 1984. 

That move was Interpreted 
as an attempt to distance the 
group from Hong Kong and its 
uncertainties in tbe lead up to 
the colony’s return to Chinese 
sovereignty in 1997. 

Obtaining overseas listings 
is seen as the next step 
towards an “insurance policy” 
on the handover. 


Hang Lung advances 5% 


By Angus Foster 

HONG Kong's Hang Lung 
Development, the property and 
hotel company controlled by 
the Chan family, has 
announced a 5 per cent 
increase in net profits to 
HK$986^m (US$127m) in the 
year to the mid of June. 

But the figure was adversely 
affected by provisions for 
lo sses on Australian disposals. 
Turnover during the year 
jumped 43 per cent to 
HK$3.07bn and the company is 
recommending a final dividend 
of 25 cents. Combined with the 
interim dividend of 16 cents, 
total distributions for the year 


are increased 10.8 per cent to 
37 cents a share. 

The company said its prop- 
erty investment arm reported 
the best results. Hang Lung 
won a government tender to 
redevelop a site on Hong 
Kong’s Peak, and will now 
spend HK$750m turning it into 
a commercial complex. 

Subsidiary Amoy Properties 
announced a 28.6 per cent 
increase in net profits to 
HK$609.9m during the same 
period. The company is 
increasing Its total dividends 
tor the year by 15.2 per cent to 
-263 center 


HongkongBank CD 

The Hongkong and Shanghai Banking Corporation Limited 

incorporated in Hong Kong with limited liability 

1990 Interim Dividend 

For the purpose of calculating the number of new shares to be allotted to 
shareholders who have elected to receive the 1990 Interim Dividend of 
HKS0.13 per share in scrip, the average of the last dealt price in the 
existing shares on The Stock Exchange of Hong Kong Limited on each 
of the five trading days following the closure of the Register of 
Shareholders on 17 September 1990 was HKS5.18. The number of new 
shares which such shareholders will receive will be calculated as follows: 


Hong Kong Land announced 
the moves as it reported a 32 
per cent rise in interim net 
profits to US$l29.6m. The com- 
pany presented its accounts in 
US dollars rather than Hong 
Kong dollars tor the first time. 

Mr Simon Keswick, chair- 
man, said rental levels for the 
company’s portfolio of office 
and commercial space fell 
slightly compared with last 
year. Hong Kong's property 
market was shaken by last 
year's crackdown in Peking 
and is now readjusting after 
several years of undersupply. 

But Mr Keswick said Hong 
Kong Land's average rentals 
are still below market levels. 
The company is therefore gain- 
ing from rental reversions as 
clients renew leases. 

Hong Kong Land is paying 
an interim dividend of 2.75 US 
cents a share, an increase of 34 
per cent on the corresponding 
period last year. 

Air Canada 
considers cuts 

RISING FUEL and wage costs 
are forcing newly privatised 
Air Canada to consider severe 
cutbacks, including staff lay- 
offs and “parking" more air- 
craft and dropping aircraft 
order options, writes Robert 
Gibbons. 

The company would say only 
that Mr Claude Taylor, the 
chairman, will announce 
rationalisation plans shortly. 

Some analysts say Air Can- 
ada, privatised last year, will 
have to cut about 2,000 jobs. 
It has already announced plans 
to park eight L1011 air- 
craft throughout the coming 
winter. 


£140,000,000 
KMC MORTGAGE NOTES 6 PLC 
Class A 

Mortgage Backed Floating Rata 
Notes due September 2030 
For the Interest Period horn Saptem- 
ber 19, 1990 to December IB, 1990 
the Note Rata has been dmenrtned 
at 15.1075% per annum. The 
uneres? payable on the ratauant 
Interest payment date. December 
19. 1990 will be £3.788,47 per 
£100.000 nominal amount 
By: The Cbasa Manhattan Bank, NA. 

London, Agent Bank 
September 24. 1990 


Hachette 
Is offered 
control of 
La Cinq 

By William Dawkins 

in Paris 


HACHETTE. the leading 
French publisher, has been 
offered effective control of La 
Cinq, the loss-making private 
television channel, in what 
looks like the last chapter in 
an 18 -month battle for suprem- 
acy between some of Europe's 
main media barons. 

The channel's current chair- 
man. Mr Robert Hers ant, 
owner of the right-wing Le 
Figaro newspaper, has asked 
tbe CSA, the French broadcast- 
ing industry authority, for per- 
mission to reduce his stake 
and allow Hachette and its 
backers to take the pole posi- 
tion. 

Mr Hersant's long-rumoured 
decision comes nine months 
after he made a peace deal 
with Mr Silvio Berlusconi, the 
Italian television magnate who 
had tried to wrest control of 
the channel in one of the most 
acrimonious disputes In the 
volatile world of French broad- 
casting. 

If accepted by the CSA, this 
will be the realisation of a 
dream for Mr Jean-Lac Lagar- 
dere, Hachette's chairman, 
who unsuccessfully tried to 
get control of TP-1, tbe leading 
private channel on its privati- 
sation three years ago. The 
CSA will consider the proposal 
under anti-monopoly rules, 


given Hachette’s size. 

The publishing group 
reported an increase in turn- 
over from FFr24.4bn ($4.6bn) 
to FFr29bn last year, on which 
net profits rose by 43 per cent 
to FFr469.3m. 

Mr Hersant ha s given no 
reasons for wanting to reduce 
his stake, but La Cfeq has lost 
FFr2J2bn since its launch in 
1987 and has seen its audience 
share slip from 12 per cent to 
just under 11 per cent over fee 
past year - mainly to the 
benefit of France’s two public 
channels. 

Mr Hersant proposes to 
reduce his own stake from 25 
per cent to 10 per cent, while 
his chief ally, Mr Jean-Marc 
Vernes, the leading banker, 
would reduce his from 22 per 
cent to 4.1 per cent. This 
would open fee way for Hach- 
ette to advance from its exist- 
ing 22 per cent to 25 per cent, 
while three bank shareholders 
loyal to Hachette would buy 
another 20.1 per cent Mr Ber- 
lusconi, meanwhile, would 
keep his existing 25 per cent 
stake unchanged. 

No single shareholder can 
own more than a quarter of a 
television channel’s equity 
under French broadcasting 
law, which explains why La 
Cinq's ownership has been vul- 
nerable to upheavaL 

Hachette bought into La 
Cinq in a shareholder reshuf- 
fle last May. making its first 
Investment in television, to 
add to the several radio sta- 
tions and television produc- 
tion companies it owned. 


Number of shares held x 


HKSO-13 

HK$5.18 


Shares representing fractional entitlements will be sold and the net 
proceeds retained for the benefit of the Rank. 


By Order of the Board 
RG Barber 
Secretary 


Hong Kong, 24 September 1990 



LEEDS PERMANENT BUILDING SOCIETV 
(Incorporated in England under the Building Societies Act 1086) 

Issue of up to an aggregate of 


Senior Variable Rate Notes Due 1994 

and 

Subordinated Variable Rate Notes 
with a maturity of 12 years 

Notice is hereby given that for the three months interest period from 
September 21, 1990 to December 21, 1990 (91 days) the Senior 
Notes and Subordinated Notes will carry interest rates of 15%% 
and 15.2375% respectively. The interest payabie on December 21, 
1990 far the Senior Notes will be E375.53 and for the Subordinated 
Notes E379.89. 

By: The Chase Manhattan Bank, N.A. 

London, Principal Paying Agent ACHABE 

September 24, 1990 


Standard & Poor’s 
Corporation 

As of today, Monday 24th September 1990, 
the address of our London office is: 

18 Finsbury Circus 
London EC2M 7BP 

Tel: (071) 374 0662 
Telex: 8813444 
Fax:(071)638 1023 


This week's topics: 

500 Days: Will Soviet Reform Work? 

The Credit Squeeze On U.S. Bankers 
Recession Hits The White-Collar Crowd 
Japan's End Run Around Free Trade 
Global Finance: The Shaken Markets 

Now available at your newsstand! 


Headquarter 14. at d'Ouchy, CH-10CB Lausanne. W. 41-21-517 44 11 
UK IdHraenumber; (BOO 289 137 
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FT-SE 100 
Where next? 

Cal! for our currcni views 


CALL 

071-799 

2233 

CAL FUUIMS LONDON 


Taber Prest Vic 


(Registered in England No. J69LM 


Introduction to the Official List 
by 

County NatWest Wood Mackenzie & Co. Limited 


SHARE CAPITAL 


Authorised 


£2,906,600 Ordinary shares of 25p each 


Issued and 
fully paid 
£2,085,950 


Faber Prest Pic provides specialist industrial 
shipping and transport services. 

Application ha s been made to the Council of The Stock Exchange for all the 
issued ordinary shares of Faber Prest Pic to be admitted to the Official List It is expected 
that admission to the Official List will become effective and that dealings will commence on 
27 September 1990. 

Details relating to Faber Prest Pic are included in the Companies Fiche Service 
available from The Stock Exchange. Copies of the listing particulars may be obtained 
during usual business hours from The Company Announcements Office, The Stock 
Exchange, 4 6-50 Finsbury Square, London EC 2 A lDD, up to and including 25 September 
1990 or during usual business hours on any weekday (Saturdays excepted) up to and 
including 8 October 1990 from; 


Faber Prest Pic 
Meadowbank House 
Meadowbank Road 
Rotherham 

South 'YbrksKire 561 2 DY 


County NatWest 
Wood Mackenzie & Co. Limited 
L35 Bishops gate 
London EC2N 3XT 

24 September 1990 



This announcement appears as a matter of record onfy 



TEKSTiLBANK 


US $ 15,000,000 
Pre Export Finance Facility 

Arranger 

NMB Postbank Groep NV 


Funds Provided by 


NMB POSTBANK GROEP NV 


YAPIveKREDI BANKAS I A.S., 
(O.B.U.), Bahrain branch 

COMMONWEALTH BANK OF 
AUSTRALIA 

BASLER KANTONALBANK 


MOSCOW NARODNY BANK LIMITED 


BAYERISCH-BULGARISCHE 
HANDELSBANK GMBH 

BANCA CRT-CASSA DI RISPARMIO Dl 
TORINO. New York branch 


NMB POSTBANK GROEPJis!) 


Agent 


August, 1 990 


This advertisement is issued in compliance with the requirements of the Council of The International Stock 
Exchange of the United Kingdom and the Republic of Ireland Limbed (“The Stock Exchange"), lx does not 
constitute an invitation to the public to subscribe for, or purchase, any securities. Application has been made 
to The Sfriek Exchange to admit do die Official List the whole of die issued share capital of Ktrua Ketlas 
Investments Public limited Company (the “Company”). It is expected char admission to the Official List will 
become ef fe cti ve and that dealings will commence on 24th September 1990. 
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KINTA KELLAS INVESTMENTS 
PUBLIC LIMITED COMPANY 

(Incorpo rated in England under die UK Companies Acts 1908 to 1917, registered no. 2/4532J 

Introduction to the Official List 
arranged by 

Henry Ansbacher &. Co. Limited 


Authorised 

No, £ 

200,000,000 50,000,000 


Share capital 


Shares of 25 pence each 


Issued and fuBy paid 
No. £ 

158,395,600 39,598,900 


The principal activity of the Company is the management of the planning, design and construction of p ro ject s , 
whkh is carried out dirough its wholly owned subsidiary Pengurusan Lebuhraya Berhad. 

lining Particulars relating to tbe Company have been approved by The Stock Exchange as required by the 
listing rules made under Section 142 of die Financial Services Act 1986 and are available in the statistical 
service maintained by E*tel Financial Limited on any weekday. Copies of the Listing Particulars are available 
during normal business hours up to and including 26th September 1990 from the Company Announcements 
Office of The Stock farluifty at 4t>5Q Finsbury Square, London EG2A JOD. faycoUection only, and during 
normal business hours (excluding Saturdays) up to and including 8th October 1990 from: 

Henry Ansbacher & Co. Limited Smith New Court 

Priory House Corporate Finance Limited 

One Mine Square Checwynd House 

London EC3A 5 AN 24 & SwitWs Lane 

London EC4N 8AE 

and the registered office of the Company in England, Breseley House, Newlands Drive. Wltham, Essex CM8 
2UL. 

24th September 1990 
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INTERNATIONAL CAPITAL MARKETS 


FINANCIAL TIMES MONDAY SEPTEMBER 24. t?9(L 


DUTCH BUDGET 


Investors stay glued to sidelines 


LAST week’s budget for 3991 
failed to provide much direc- 
tion for the listless Dutch gov- 
ernment bond market where 
most investors have retreated 
to the sidelines because of the 
political crisis in the Middle 
East and worries about the 
escalating cost of German uni- 
fication. 

The budget showed that the 
Government’s finances are on 
coarse, with the budget deficit 
far 1991 scheduled to foil to 4.75 
per cent of net national income 
from 5J25 per cent this year. 
The 1991 figure is in line with 
targets set by the Dutch 
centre-left coalition when it 
took office in late 1989. 

But the budget's data were 
overshadowed by the Govern- 
ment’s own admission that its 
finan ces are looking deddely 
perilous for the years 1992, 1993 
and 1994, thanks in part to 
recent rises in interest rates 
and the lower-than-expected 
trend in tax revenues. 

Prices of government bonds 
fluctuated by 0.10 to 0.20 points 
In light trading for most of the 
week, with the yield on the 
most recently issued 10-year 
state bond hovering around the 
9.2 per cent mark. 

On Tuesday, the day of the 
budget, the finance ministry’s 


UK GILTS 


agent halted the sale of the 
Government’s latest 9 per cent 
tap issue, and the agent did not 
reappear In the market for the 
rest of the week, underscoring 
the prevailing hesitant senti- 
ment 

Indeed, rather than bringing 
certainty to an unsettled mar- 
ket, the budget simply focused 
attention on the Government’s 
upcoming “mid-term review" 
in early 1991, when the cabinet 
will reassess its policies and 
possibly readjust them, 
depending on the economic 
outlook. 

“As for the Dutch domestic 
situation is concerned, the 
market is for more interested 
in what’s going to happen In 
1991 than In 1991 itself” one 
bond analyst said. 

The most important factors 
affecting the market are all 
international: oil prices, the 
Gulf crisis and the outlook for 
the financial costs of German 
unity. The budget itself has 
had little impact 

Budgets in the Netherlands 
are, in any case, less important 
as policy-making statements 
than they are in many other 
European countries. 

In recent years, the most 
closely-watched political docu- 
ment in the Netherlands has 


been the coalition agreement 
signed by the incoming Gov- 
ernment at foe start of its four- 
year term. Subsequent budgets 
are then judged according to 
whether or not they meet the 
targets laid down in the coali- 
tion accord. 

The 1991 budget calls for a 
rise in the central govern- 
ment’s borrowing requirement 
to Fl43£bn horn FI 42.7b n in 
1990. The Government has 
already made good progress 
towards raising the 1990 figure, 
with nearly 90 per cent of the 
total amount currently covered 
through a combination, of state 
bond issues and private place- 
ments. The latest 9 per cent 
tap Issue, which already 
brought in more than FlSbn, 


marks the second time the 
Dutch Government has used 
the tap, or “counter,” system 
since it introduced the option 
in early 1990. 

Under the traditional “blind 
tender” method, the Govern- 
ment first announces the cou- 
pon on the latest state loan 
and then fixes the issue price 
about a week later, based on 
subscriptions received from the 
market 

Because this week-long gap 
between the announcements 
cm coupon and issue price can 
be risky In times of turmoil on 
the capital markets, the Gov- 
ernment prefers the daily fine- 
tuning provided by tap issues. 

Ronald van de Krol 
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Audience at ERM saga holds its breath 


THE great exchange rate 
mechanism mystery story 
deepened last week, providing 
much excitement for the 
gilt-edged securities market. 

The mystery has as its cen- 
tral character Mr John Major, 
the Chancellor, who wants to 
take Britain into the ERM, part 
of the European Monetary Sys- 
tem, but has not said when. 

The gilt market suspects Mrs 
Thatcher, who has a veto over 
the idea, could play a big part. 
Mr Karl Otto Pohl, the Bundes- 
bank president, is Big Brother. 

Last week the gilt market 
moved slightly upwards as a 
series of economic indicators, 
including figures on UK mone- 
tary growth and gloomy profits 
statements from industrialists, 
gave evidence that Britain is 
sliding into recession. 

This can be interpreted as 
meaning Mr Major is nearer 
lowering interest rates and 
boosting gOts. 

But the upward movement 
was restrained by the general 


UK gilts yields 

Restated at psr (%) 
13.0 
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feeling in the market that a 
decision may not be taken 
until well into 199L 
The benchmark Treasury 
2008 bond moved up over the 
week from 83% to 63ji a barely 
perceptible change, with the 
yield foiling from 1120 per cent 
to 11.U per cent Similar move- 
ments were seen along the 


yield curve (see illustration). 

The ERM factor enters the 
story because many in the gilt 
market had assumed Britain 
would enter the mechanism 
soon, giving Mr Major the 
opportunity to cut rates. 

However, in the past few 
days, many finanriai analysts 
have swung to thinking that — 
despite the signs of recession 
- the Government will keep 
interest rates at current levels 
for some time. That would fit 
in with putting ERM entry on 
hold, until clear signs emerge 
that UK inflation is closer to 
the European average. 

This point was underlined by 
Mr Pohl last week in Frank- 
furt. 

Discussing European Mone- 
tary Union, he talked about the 
problems of meshing the mone- 
tary systems of European 
nations which have differing 
economic performance. 

There was a clear, thoug h 
unspoken, reference to Britain. 
Although some in the UK 


thought that the Bundesbank 
supremo was making a dig at 
Britain's economic manage- 
ment, in reality he was stating 
the obvious. 

In determining the UK 
stance on the ERMYinterest 
rate issue, Mr Major and Mrs 
Thatcher will have to consider 
Mr Pdhl’s message. 

One overriding problem is 
the damage to sterling, hinted 
at by the pound’s foil last 
week, which could follow too 
much uncertainty. 

The UK Government would 
also gain a political boost from 
early ERM entry followed by a 
cut in rates, and this could per- 
suade it to move in this direc- 
tion. 

As for what happens next, 
ERM discussion is a growth 
industry and n uances win no 
doubt emerge over the next 
few days. 

For the moment, keep read- 
ing the tea leaves. 

Peter Marsh 




from the nearby trees. 

So it seems with the US 
economy, its administrators 
and, by bnpiwntiop the focus 
Of the bond mark^ 

On the one hand, an eco- 
nomic downt urn looms large 
on the horizon, and is widely 
expected to lead to an easing in 
interest rates at some stage. 

Politicians and economists 
may quarrel about the defini- 
tions of recession, but they 
cannot deny that the string of 
companies announcing lay-offs 
and closures grows longer 
every day. Last week, for 
example, it embraced a near-10 
per cent workforce reduction 
at Pan Am, and culminated in 
5,000 job losses at Chase Man- 
hattan, the country's second 
largest commercial bank. Nev- 
ertheless, it is the inflationary 
threat and the shadow of Sad- 
dam Hussein which appear to 
be rafting the immediate shots. 

Pressures on this score were 
writ large last week, as statis- 
tics showed consumer prices 
rising by 0.8 per cent in 
August. This brings the rise in 
the consumer price index to 6.2 
per cent this year. As one Wall 
Street analyst put it: “The 
inflation risk is at the front 
door; the recession, risk is on 
its heels.” 
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appeared to be echoed by the 
G-? meeting at the weekend. 
Addressing the joint economic 
committee of congress, Mr 
Greenspan made the not 
entirely surprising observation 
that recent uO price hfiegg were 
pushing the US closer to reces- 
sion and that the core (non-oil, 
non-food) inflation rate was 
also Tiring , . 

This, he indicated, was frus- 
trating any effort .to mitigate 
the impending slump by a 
reduction in borrowing costs. 
On this occaaan, tbs markets 
thought they knew where they 
were. Down went the price of 
short-dated notes, as the pros- 
pects of an early cut In rates 
receded, and up went 
long-term bonds, cheered by 
this reassertion of the anti- 
inflationary stance. Just to 
give weight to the Fed chair- 
man’s words, the World Bank 
provided a timely observation 
that oil prices could head for 
865 a barrel if the Middle East 
crisis developed into all-out 
war. 

But there was. of course, 
another twist to Mr Green- 
span’s remarks. For some 
weeks, the bond markets have 
been have been watching every 
tweak and twitch coming out 
erf Washington as Congress and 
the Administration battle to 
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find an acceptable package of 
budget deficit reductions. With 
his gm pharis on the inflation 
fight, the markets decided, the 
Fed chairman was saying that 
a reduction in rates could only 
come about in the short term If 
a credible package of cuts was 
achieved. Even then, as one 
analyst phrased it, “the best 
possible budget outcomes 
would not prove decisive.’’ 

Certainly, progress on the 
budget front is painful, and by 
the end of the week the odds 
on success looked little higher 
than at the beginning. Indeed, 
the markets’ latest concern is 
that the automatic cuts, which 
are due to came into play at 
the beginning of October 
should no agreement be 
reached, might be postponed. 
And that - amid the lack- 
lustre trading of the Jewish 
holiday - was enough to send 
bond prices lower across the 


board. In the closing sessions, 
for example, the Treasury’s 
benchmark 30-year bond gave 
up all the ground it bad gained 
mid-week. By Friday’s dose^ ft 
was yielding 9.12 par cent, «an- 
pared with 9.01 per cent seveh 
days earlier, and back within 
shouting range of its worat 
August levels. 

Amid such torrid cond it i o ns,, 
there is not 8 lot that.themar- 
kets can do. but. wait. The 
week ahead, will throw up little 
new economic -data. of. signifi- 
cance, and the. onset of -the 
next quarterly reporting sea- 
son, which may focus attention 
back on the corporate sector, is 
still a few weeks away. Oil 
prices and politicians, on the 
other hand, are right In the 
centre- of the spotlight 

Nikki Talt 
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INTERNATIONAL CAPITAL MARKETS 


SYNDICATED LOANS 

Many corporate 
borrowers steer clear 


INTERNATIONAL BONDS 


THERE is much shaking of 
heads among syndicated loan 
officials as they bemoan the 
parlous state of the market 
There is talk of both US and 
Japanese firvqnriai institutions 
selling European loan portfo- 
lios into the secondary market 
to boost capital at home. 

In particular, capital ade- 
quacy problems in Japan have 
forced some of the biggest syn- 
dicated lenders to pull back. 

“If the price is right and they 
really like the borrower, the 
Japanese banks might commit 
a few million pounds to a 
deal,” commented one senior 
syndicate official. “But I expect 
margins to move out by as 
much as 50 basis points and 
commitment fees by up to 20 
basis points to get future deals 
off the ground.'' 

Against this background 
many corporate borrowers are 
steering clear of the market, 
having arranged facilities at 
extremely fine rates over the 
past three years. However, not 
all borrowers can afford to 
wait or have access to lines of 
equity finance. For example, 
property developer Rosehaugh 
saw its share price fail by 30p 
to 72p on Thursday, against a 
12-month high of 476p. A deep 
discount rights issue this year 
has effectively closed the door 
to more equity funding. 

Yet despite the widespread 
gloom among arrangers and a 
traumatic downturn in the 
property sector, in July County 
NatWest arranged underwrit- 
ing for a £ 280 m four-year “con- 
struction facility” to enable 
development partners, Rose- 
haugh fln ^ Stanhope, to com- 
plete the Ludgate development, 
near St Paul’s Cathedral 
The pricing is as yet undis- 
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closed, but the underwriting 
banks are taking the loan into 
syndication in the next coupl e 
of weeks. The full underwrit- 
ing group comprises County 
Natwest, Kleinwort Benson, 
National Westminster. Bank of 
America, Bayerische Hypotb- 
eken, Fuji Bank. Mitsubishi 
Ban k and Sumitomo Bank. 

The presence of three lead- 
ing Japanese institutions in 
the underwriting group demon- 
strates. at least, that the Japa- 
nese banks are prepared to 
consider property deals for the 
right borrower. However, 
underwriting was finalised 
shortly before the Gulf crisis 
erupted. 

When margin and fees even- 
tually come to light they will 
make interesting comparison 
With s imilar £300m and £350m 
facilities raised by Rosehaugh 
Stanhope in 19S7 and 1988 
respectively. 

The 1987 deal was raised to 
fund initial work on the mas- 
sive Broadgate office develop- 
ment. Then the margin ranged 
between ft and ft of a point 
over the London Inter- bank 
Offered Rate. Of the 26 lending 
banks involved in 1987, 14 were 
Japanese Institutions, and just 
five British. 

Another property deal in the 
market is an unsecured 5-year 
£200m syndicated facility for 
British Land, one of the best- 
known names in the sector. 
Arranged by National West- 
minster, the deal carries a mar- 
gin of 35 basis points over 
Libor. British Land has previ- 
ously raised two 5-year unse- 
cured syndicated loans, £20flm 
in 1989 and £150m in 1983. Both 
facilities carried a margin of 15 
to 20 basis points over Libor, 
suggesting the borrower bad to 
give substantial ground on 
margin to raise funds. 

Even for less well known 
property groups, syndicated 
loan finance is available but at 
a price. Last month Dublin- 
based property group Power 
Corporation arranged a £100m 
unsecured facility through 
Irish Intercontinental Bank, on 
a margin of 1 per cent over 
Libor. It plans to use the funds 
to acquire prestige sites in the 
UK and Europe. The company 
thinks there is money to be 
made if resources to enter the 
"buyers' property market" can 
be secured. 

Simon London 


European convertibles take stock of equity losses 


CONVERTIBLE BONDS are 
designed to provide protection 
against stock market falls 
Although convertible bonds 
outperformed stocks last week, 
when European share prices hit 
their 1990 lows, losses on con- 
vertibles were still substantial 

But many investors are loath 
to realise those losses while the 
scent of further stock market 
weakness is in the air. 

In general, investors holding 
convertibles are better off than 
those holding equities. 

Bat a consequence of con- 
vertible prices holding up rela- 
tively well when stock prices 
sink is that premiums rise 
sharply. This means that con- 
vertibles do not present a buy- 
ing opportunity, even at lower 
price levels. 

There is no incentive to 
switch out of equities into con- 
vertible stocks for hedging pur- 
poses. 

“Investors who wanted to 
make that move should have 
done so when the [UK] stock 
market was 300 points higher," 
says one trader. 

If an y thing , analysts say the 
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next move by investors will be 
to sell convertibles to boy equi- 
ties, once stock prices are per- 
ceived to have bottomed out 
But investors are unlikely to 
realise losses on convertible 
bonds, and switch into equities, 
until a new base for an equity 
prices market has been estab- 
lished. If further falls are likely, 
they will be better protected by 
bolding on to convertibles. 

Convertible bond holders 
may derive some comfort from 
the support afforded by the 
bond element of their invest- 
ment. The current yield gap 
between UK equities and 
suggests that a correction is 
due - either a recovery in the 
stock market, or a w eakening 
of the gilts market A holding 
in the convertible bond market 
caters to both eventualities. 

“Gilts have been remarkably 
firm, and that is good news for 
convertibles, especially those 
with put yields around gilt mar- 
ket yields, because that will act 
a 9 a floor," says Fergus McDon- 
ald, international convertibles 
analyst at Morgan Stanley 
International. 


Maturity 


Conversion premium for Sterling convertibles 
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In some cases, though, the 
focus has shifted to credit qual- 
ity. “Some convertibles trade 
more like equities, some more 
like bonds, and others, where 
the yields are no longer sup- 
ported, like junk bonds,” one 
trader said. 

As high interest rates and 
impending recession jeopardise 
the very survival of some UK 
companies, yields on some con- 
vertibles have reached new 


highs - Saatchi & Saatchi's 
convertible bonds are now 
trading on a yield to put 
of about 50 per cent, for 
example. 

Among the victims at the end 
of last week were convertibles 
far two UK companies, Cookson 
Group, the UK specialised 
industrial materials manufac- 
turer, and Polly Peck, the fruit 
trading and consumer electron- 
ics group. 


When Cooksou's share price 
lost 40 per cent in one day, the 
price in the company's £l64m of 
convertible bonds slid from 82 
to 62 pence hi the pound. The 
yield to put on the bonds leapt 
to 27 per cent. (Investors have 
the right to have the bonds 
redeemed - a put option - at 
a price of 134 ft in June 1994.) 
The current price reflects inves- 
tors' fears that the company 
may oot be around, or may be 
unable to pay op, when they 
exercise their put option - just 
as the collapse of the compa- 
ny’s share pice appeared to be 
prompted by concern that the 
group would be unable to meet 
interest payments on its heavy 
debt load. 

The put price did provide 
some downside protection, but 
some dealers think that the 20 
point fall in the convertible 
price was not a wholly rational 
one. “Until two months ago, 
Cookson was among the top 
one hundred,” one trader said. 
St is highly geared, but we do 
not expect the company to go to 
the wall Even if the worst does 
come to the worst, it has decent 


asset value and break-up poten- 
tial." Convertible bond boJ&ts* 
rank above equity hofr 
ers’. . . _ 

As stock prices fell and bond 
yields become mors relevant, 
the better quality convertibles 
are increasingly outpei&bxdxg 
issues of poor and decreasing 
credit quality. 

Deals like Boot’s Convertible 
yielding 12.7 per cent - more 
than gilts - are well supported 
by bond yields, while the pre- 
mium, up 3 per cent to 2J_8per 
cent, still offers iutere^fcjg 
equity kicker. 

The smaller French market 
has generally been limited to 
tap quality companies, so yields 
there have not generally; 
opened up as wide as some in 
the UK. 

Although any new convert- 
ible issues would be attractive 
to investors, because they 
would offer much lower premi- 
ums. many would not be 
tempted. Not only have they 
been badly hart, the y are not 
even sure the pain is over. 

Tracy Corrigan 
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T HE past year has witnessed the 
final collapse of certain of the 
political dogmas which have 
bedevilled international relation- 
ships since the Second World War. 
Many optimists initially interpreted 
the rapidly unfolding events as 
heralding the advent of a period of 
unrivailed a peace and prosperity. 
Sombre reflection indicates that the 
last decade of the Twentieth century 
is likely to be unstable as new 
political structures emerge in 
Eastern Europe, Southern Africa and 
probably in a wide cross-section of 
the less developed world. Historical 
religious, cultural and tribal 
differences have already raised their 
ugly heads and are likely to play an 
unwelcome if not critical role in the 
evolution process. 

Economic background. 


The changed political scenario has emerged 
as the world economy is drawing to the end 
of the longest expansion phase in modem 
economic history. The prolongation of the 
expansion by co-ordination of international 
monetary and fiscal policy has been 
achieved despite a series of deficiencies In 
the economics of certain countries. These 
deficiencies render a number of 
economies, and particularly die key United 
States economy, extremely vulnerable to 
any major unpredictable event such as the 
conflict in the Middle East Forecasts of soft 
landings for these economies now seem 
less likely to be realised. Skilful economic | 
management is going to be required to 
prevent a major recession without creating 
a repetition of the serious long- term 
structural imbalances which were a feature 
of the 1970s. 

A further complicating factor In 
analysing the likely course of economic 
trends ewer the next decade is the extern of 
the economic disaster which Is biting 
disclosed in Russia and its farmer sateilites. 
The burden of redeveloping East Germany 

is destined to be assumed by West Germany 

in a unified German state. The other 
countries will have ro compete with trie rest 
of the developing world far the limited 
funds whidi the developed wodd will make 

available. This will place enormous 
pressure on the less developed countries. 
Many are destined to sink deeper into 
poverty as they are politically unwilling or 
technically unable to adapt their le gal and 
financial structures to permit the 
establishment of a vigorous entrepreneurial 
society. Such changes are necessary to 
attract major international investors who 
will use and develop the competitive 
resources which each country has to Offer. 
Tbe success stories of the Far East show 
what can be done and It is clear that this 
region is likely 10 dramatically strengthen its 
position in the wo rid economy over die 
next (facade. Countries which are still 
arguing over the fundamentals will be 
unable to compete. 
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The countries of Southern Africa haw* 
a unique opportunity to compete with their 
Asian cousins if they can sweep aside the 
rhetoric of the past By adopting and 
refining the economic structures of the 
major economic force in the region. South 
Africa, they will be amazed or die energy 
which will be generated by all sections of 
their communities in a market related 
economy driven by private initiative. Such a 
development will rapidly encourage 
international Investors to return to a region 
which historically has been regarded as 
highly attractive. In South Africa itself the 
energies of those who wish to see change in 
the economy should be directed towards 
eliminating every last vestige of 
discrimination whether of race or gender, 
or against any class of business. What we 
need is a level economic playing field In 
which ail members ofsodetv can strive for a 
place dependent upon their abilities and 
receive the appropriate rewards for their 
efforts. South Africa certainly cannot afford 
to cum back the dock and experiment with 
outmoded economic models which have 
failed dismally in other pares of the world. 

in the short term, the South African 
economy has already moved into a 

recessionary phase which Is likely to be 
more severe than had been anticipated. For 
the first time for many years the monetary 
authorities have been freed from political 
interference and have been able to pursue a 
well articulated monetary policy with 
diligence and vigour. The policy, which 
unashamedly is aimed at fighting inflation, is 
hunfag some sectors of the economy. Most 
knowledgeable people recognise that such 
a policy Is a prerequisite for die high level of 
sound growth which is essential to provide 
the wealth creation and employment for the 
future. The monetary pokey is backed by a 
determination to bring the fiscal policy 
under controL Regrettably it is unlikely that 
the determination of the fiscal authorities 
will succeed until the gross inefBckmdes of 
the c urrent political system have been 
swept aside Whilst die negotiation of a 
long-temi political dispensation for South 
Africa is likely to be protracted, there is an 
uigent need to rationalise second and third 


tier political structures, albeit on an interim 
basis, to eliminate inefficiency and ensure a 
more equitable allocation of resources. 

While the debate over interim second 
and third tier political structures may be 
stowed by vested interests, there is no 
doubt that all parties in South Africa should 
agree on one issue and that is the critical 
importance of creating employment 
opportunities for the rapidly growing mass 
of unemployed Many of these people are 
being Induced by extreme elements to 
participate In senseless violence and 
lawlessness. It is hoped that the government 
will efimmate most; if not all, the remaining 
regulatory restraints over the next year. At 
this sage the elimination of politically 
Induced external restraints could hove a far 
more dramatic impact. While trade 
sanctions have had a negligible impact, 
outside agriculture, on the economy, there 
is no doubt that the dis in ve s tment 
campaign and financial sanctions have had a 
major negative impact car new investment 
and therefore the ability of the economy to 
create additional vreahh and employment. 
The black population has borne the brunt 
of the consequences of the sanctions 
campaign and it must be clear, to even the 
most insensitive politician, that the suffering 
within the black community as a 
consequence of (he growing unemployment, 
violence and lawlessness, cannot be 
allowed to continue. The sanctions 
campaign must be halted as soon as 
possible and It is to be hoped that 
perceptive foreign governments will act 
unilaterally if the moderate political 
groupings fafl to recognise die long-term 
political advantages to themselves of taking 
die initiative to call off the campaign. 

Investment policy tor the 1999s 

During the past year tbe group has 
commenced a major review of its policies to 

ensure that it can &ce a decacte of change in 

a proactive manner which can best serve all 
its stakeholders. It is cle ar that the major 
South African groups will face rapidly 
escalating restraints on their growth by 
acquisition and pressure for die divestment 
of major comp on ents of their businesses 
on monopolistic grounds. The array of anti- 
trust legislation in the United Stares 

provides tbe most comprehensive set of 

criteria in this iqgard and due account of 

this legislative fraixiework has been taken in 
this review, Account has also been taken of 
the sbie of investments In major new mining 
projects -whfch can only be tackled by large 
groups which have both the technical and 
financial resources. 

Throughout the 1® years of its 
operations. Gold Fields has been 
concerned primarily with mining in South 
Africa. Despite sundry minor excursions 
outside mining the group has always 
returned to its mainstream business. Your 
board has once again confirmed that it is in 
shareholders’ interest that Gold Fields 
should Stick to its last. Thus it has been 
firmly resolved that tbe group should 
continue to focus cm mining and 
benefidation and that precious metals I 


mining in South Africa should remain its 
core business. In particular the group will 
continue to seek to discover and develop 
new mineral resources in preference to 
expanding by acquisition. Where an 
acquisition is indicated, due regard will be 
given to any adverse monopolistic 
consequences, as well as strategic technical 
and financial considerations. Where 
investments are made in non-group 
companies, these will be limited in extent 
and of a portfolio nature. Such investments 
will generally be liquid investments in 
marketable securities and will not exceed 
ten per cent of the equity of any company. 

In recent years the group has observed 
a geographic restraint on its activities which 
have been confined to Southern Africa, in 
view of the opportunities which exist from 
time to time to apply the group’s technical 
know-how outside Southern Africa, it has 
been decided to remove the corvstrainL This 
does not Imply that the group is about to 
divert significant scarce financial and 
technical resources from South Africa. On 
the contrary, the group will only consider 
special situations where its technical know- 
how can give it an entree to high class 
mining projects which promise an above 
average rate of retum. 

Cument operations 


For the thud successive year the groups 
gold mines, and indeed the whole South 
African gold mining Industry, have been 
under acute pressure. Lower gold prices, a 
relative strong rand/dolbr exchange rate 
and escalating costs have reached the point 
where a number of mines are fighting for 
their survival. Rationalisation leading to 
retrenchment has become the order of the 
day. In December, notwithstanding the then 
relative stre ng t h of the dollar price of gold. It 
was decided that Vlakfonrein should 
proceed to closure Throughout the year 
Doomfontdn, Ubanori and Venrerspost, 
the group's marginal gold mines, haw had 
their scale of operations under constant 
review and have taken steps to curtail 
operating costs. Fortunately the develop- 
ment of Leeudoom and now Northam 
provides an opportunity to place some of 
the people who are being retrenched 
elsewhere in the group. 

The group's financial fortunes arc 
heavily dependent upon the two 
Driefonrein, Kloof and Deeflcmal mines. All 
four perfosned befaw expectations where 
technical difficulties were exacerbated by a 
shortage of quality skilled people for much 
of theyear.The industry -wide retrenchment 

programmes have alleviated the skills 
shortage and It is to be hoped that the 
performance ofaB these mines will improve 
during the course of the current year. 
Leeudoom, which in some respects has 
been most adversely affected by the skills 
shortage, will come to production this year 
and Northam early next year. Both these 
mines will provide employment for 
significant numbers of people and should 
make major contributions to the group's 
profits in due course. 

With the exception of Rooibeig Tin 
mine, the group's South African coal and 


base metal companies have continued to 
flourish with metal prices remaining well 
above their long-term trends. Gold Reids 
Namibia's three mines have continued to 
operate below their potential due bo a series 
of technical difficulties which have been 
compounded by a not unexpected 
fractiousness amongst the work force both 
prior 10 and post Independence. A major 
effort has been mounted to overcome the 
technical shortcomings sind it is clear that 
considerable progress has been made. 
Outlook 


The outlook for the gold price remains 
uncertain in the short term as woddwtde 
production continues to rise as new mines 
come - to full production. The race of 
increase is levelling off and production will 
probably begin 10 decline within the next 
two years. The slow-down in tbe world 
economy is likely to impact noo- ferrous 
metal prices tn due course and one can 
expect the current buoyancy to evaporate 
during the year. In the short term these 
factors are likely ro affect adversely the 
group's earnings. Nevertheless they are 
having a major positive impact at most of 
the operations where there is a far greater 
focus on financial and technical efficiencies. 
This trend bodes well for the future: 

A major uncertainly at this stage 
revolves around the behaviour of the 
group’s employees. Although die annual 
wage negotiations were concluded on all 
the South African properties without 
incident, the political uncertainties in South 
Africa are being mirrored in the mining 
industry's work force. Several serious 
incidents haws occurred within die industry 
which have heightened tensions. Thus far 
the group’s employees have avoided 
outright confrontation despite the 
exhortation of small groups of activists on 
certain mines. I can only hope chat the 
combined effect of management's 
commitment to non-violent law abiding 
behaviour and of basic employee loyalty wfll 
ensure that no serious incident occurs on 
any of the group's operations, (a expressing 
this hope I am sure that I echo the views of 
the overwhelming majority of tbe group’s 
employees and their familie s 

For a number of years the group has 
been deeply concerned about the 
woddwkfa spread of AIDS which has 
reached epidemic proportions in Sub- 
Sahara Africa. Until reirendy South Africa has 
been regarded as a relatively tow incidence 
Country — a view which was borne our by a 
major study by the Chamber of Mines 
amongst gold milters in 1986. Since that 
study, the group has continued to monitor 
die situation at the Sexually Transmitted 


Disease (STD) dirties whtdh are run In 
conjunction with the group's major 
hospitals. By fate last year it was apparent 
that a major adverse trend was developing 
In the HIV incidence. As a result, a study was 
conducted in the first six months of 1990 
with the cooperation of our group gold 
mine employees. This study indicates a 
tenfold increase in die fHV incidence since 
the mining industry's 1986 study. This has 
occurred despite one of the most intense 
educational programmes ever mounted on 
the subject. Tbe benefits of these 
programmes can be fudged in the 
com parison of HIV incidence at various 
STD dinks which refleas that the incidence 
at the group's major dinics is about 42 per 
cent of the prevailing Incidence at dinks in 
Johannesburg and 27 per cent of the latest 
available figure for New York City. The 
results of our study have confirmed the 
need to redouble our educational activities; 
ro expand our counselling activities to 
handle an Increasing number of employees 
who arc unfortunate enough to test HIV 
positive; to continue monitoring 'the spread 
oF the disease; and to keep abreast of the 
latest research Into prophylactics and cures. 

I must commend our- group doctors and 
nurses for their dedicated and proactive 
approach to a complex jnd emotive issue 
which threatens, on a worldwide basis, tn 
cast a tragic shadow ewer the final years of 
the twentieth century. 

Returning to a more pleasant subject, 
the group continues to give a high priority 
to its exploration effort Geological 
assessments of a wide cross-section of 
mineral resources are being examined with 
a view to establishing their potential in the 
current economic environment. As 
technical resources are released from the 
Leeudoom and Northam projects, die 
group can start to contemplate new 
developments if drey are financially 
Justified. In the meantime field work 
continues on new targets, some of which 
are showing interesting possibilities. 

Conclusion 


Charting the course of a mining group in 
South Africa under present circumstances 
places a heavy responsibility upon the 
directors and senior management of the 
group companies. I would like to pay a 
fecial tribute to all those involved and to 
their underlying management and 
onployees for their dedication to Gold 
Fields and thdr employing companies. 

Robin A. Pfambridge 

Chairman 

6 September 1990 
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Nuclear power is st ill 
a growing component 
of world electricity 
supply, exceeding 17 


per cent last year. 

However, the grow th of nuclear 

power has been much slower than 


predicted when oil and other fossil 
fuel prices first soared in 1972. 


David Fishlock investigates 

Safety fears 
check growth 



EXECUTIVES of a large 
electrical engineering group 
tell how, in the directors' bath- 
room, a Save It sticker on the 
light switch has an addendum 
added in the manag in g direc- 
tor’s hand-writing: “and every- 
thing else." But saving electric- 
ity cannot save us from buying 
new power generation equip- 
ment, as that same chief execu- 
tive would readily agree. 

In the 12 countries of the 
Enropean Community, for 
example, electricity demand Is 
expected to rise by almost 25 
per cent during the 1990s, in 
spite of increasing EC atten- 
tion devoted to cutting it. 
Growth in many developing 
countries will be still faster, 
much less fettered by western 
worries about possible 
long-term environmental dam- 
age when their own short-term 
imperatives are so pressing. 

Nuclear power is a growing 
component of world electricity 
supply, exceeding 17 per cent 
last year. Nuclear output is 
equivalent to 6m barrels of oil 
a day. But growth of nuclear 
power is much slower than 
predicted when the oil price 
first soared in 1972, soon fol- 
lowed by aQ other fossil fuel 
prices. It shows no sign yet of 
responding generally to the 


demand for more electricity. 

One reason is that some 
countries with substantial 
nuclear power programmes 
have carried them out success- 
fully, if slowly, in the last two 
decades, but are now pausing. 

France, with 54 plants in ser- 
vice. is the most conspicuous 
example. It even exports power 
to five neighbouring countries, 
including the UK. But others 
which have completed large 
nuclear power programmes 
include S pain , Sweden, Hamirfa 
and the US. In fact, the latter, 
which has the world’s largest 
nuclear programme, has put 
112 reactors into service, pro- 
viding over 19 per cent of its 
electricity. All these countries 
are weighing what to do next. 

Another Important reason 
for the slowdown, however, is 
public concern about nuclear 
safety. The USSR, which in 
1986 experienced the world's 
worst nuclear accident, wres- 
tles with its worst elec t rici ty 
shortage. 

When Chernobyl exploded, 
the USSR was « wnmi«rinniTig 4 
to 5 gigawatts of nuclear elec- 
tricity a year. Since Chernobyl 
this has slumped to IGW a 
year, while nearly 2GW has 
been taken out of service. Lith- 
uania - the first Soviet repub- 


Sizeweii B 

lie to freeze nuclear construc- 
tion - is reported to be the 
only one interested in nuclear 
development. Elsewhere, the 
Soviets are hostile to all 
nuclear power projects. 

Public worry about nuclear 
safety since Chernobyl has 
spilled into western Europe to 
force moratoriums on more 
construction in West Germany, 
whose big and successful 
nuclear programme provides 
nearly 40 per cent of its elec- 
tricity. 

Italy, has shut down the 
reactors which once provided 
about 5 per cent of its power. 
Switzerland, with more than 40 
per cent nuclear electricity. 


plans another refere ndum this 
month. 

Britain, with its own unique 
way of persuading the public 
that nuclear power is safe, 
through marathon public 
inquiries in which expert 
claims can be exhaustively 
questioned and contested, has 
found an equally unusual rea- 
son for a moratorium. In quest 
of privatising its electricity 
supply, it chang ed the finan- 
cial rules in a way that 
severely disadvantaged nuclear 
electricity. As a result, nuclear 
power is to stay in t he public 
sector, apparently subsidised 
by the taxpayer (as domestic 
coal. Britain's main electricity 


fuel, has always been). 

Britain has some unenviable 
nuclear problems, legacies of 
the feet that it pioneered com- 
mercial nuclear power but per- 
sisted with its own technology 
long after the evidence showed 
that this was wrong. Britain is 
making another mistake in 
widely perceiving nuclear 
power as inherently costly, 
when the sad fact is that it has 
been mismanaged by industry 
and government alike since the 
fateful Dungeness B decision 
in the mid-1960s. 

Evidence for the competitive- 
ness of nuclear power comes 
from many different sources. 
Within the EC it can be found 


in Belgium. France, West Ger- 
many and Spain. Elsewhere in 
Europe, there is strong evi- 
dence from Finland, Sweden 
and Switzerland. Outside of 
Europe, it can be found in Can- 
ada, Japan. Korea and the US. 

Sweden, which obtains 
nearly half its electricity from 
its 12 nuclear stations, pro- 
vides perhaps the best test of 
comparative power costs. 
When Swedish politicians 
decreed in 1980 that Sweden 
should complete its nuclear 
programme by building three 
more stations, but then get rid 
of all 12 by 2010. they were 
confident of finding competi- 
tive alternative sources. A 


decade and 20 official studies 
later, there is none in sight 

Swedish politicians have an 
understandable desire to avoid 
reopening the national nuclear 
controversy, but are unable to 
assure industry that power 
costs will not rise steeply, risk- 
ing unemployment and lost 
export markets when nuclear 
plants go. Alternatives such as 
wind power are uneconomic or 
else, as with hydro, public 
opinion forbids development. 

Sweden may handicap itself 
further by charging an “envi- 
ronmental fee” for utilities that 
emit carbon dioxide, sulphur 
dioxide and oxides of nitrogen. 
In May parliament approved 
such fees for heat-generating 
plant which, if also applied to 
electricity plant, would nearly 
double the price of all fossil-fu- 
elled power. 

Japan affords a different 
kind of economic test Unham- 
pered by any need to protect 
an indigenous source of fuel, it 
is concerned only to protect its 
economic ambitions. 

More than a quarter of 
Japan’s electricity is nuclear, it 
hag another 13 nuclear plants 
under construction, which will 
increase nuclear output by 50 
per cent. Its performance in 
both construction and opera- 
tion ranks among the world's 
best. Japan's government has 
no doubt it must soon embark 
on a new nuclear programme 
and another 20 power stations. 

Canada, source of over 30 per 
cent of the world’s uranium, 
according to the Uranium Insti- 
tute, expects to restart nuclear 
construction within 3-5 years, 
the time it expects it would 
need to win planning approval. 

Ontario Hydro, the world's 
fifth-largest electricity utility, 
obtains half its power from 
nuclear plants of Canadian 
design. It plans to build a new 
four-reactor Candu station of 
3GW capacity in the 1990s and 
10 reactors over the next 25 
years. 

These are examples from 
democratic nations which have 
great experience of nuclear 
economics, and have faced 
opposition to nuclear power, 
yet are certain it remains in 
their own best interest 

Professor Kunihiko Uem- 
atsu. director-general of the 
Nuclear Energy Agency, 
nuclear arm of the OECD, told 
the Uranium Institute's sympo- 
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slum in London earlier this 
month that the key to ensuring 
that nuclear power fulfils its 
potential for providing the 
world with competitive elec- 
tricity is international 
cooperation. About four-fifths 
of all nuclear power is gener- 
ated by OECD nations. 

One important example of 
co-operation has begun 
between organisations operat- 
ing nuclear power stations. 
The World Association of 
Nuclear Operators, inspired by 
the Chernobyl disaster, aims to 
raise non-OECD nuclear safety 
to standards prevailing in 
OECD countries. 

Prof Uematsu proposes other 
collaborations such as joint 
research and demonstration 
projects in areas of public 
worry about safety. The final 
disposal of highly radioactive 
nuclear wastes might be a suit- 
able subject, he suggests. 

international co-operation on 
radioactive waste problems 
and advanced reactor concepts 
could have the advantage of 
spreading costs which are 
growing too heavy for any 
organisation to bear alone. 
This should facilitate the evo- 
lution of internationally 
acceptable standards of licen- 
sing for new nuclear plant. 







And we utilised the most advanced 
techniques in engineering design, project 
management, and large scale process 
control networks in its development. 

Reprocessing spent nuclear fuel at 
THORP represents big business for us - 
and for the nation. 

Even before its 1992 completion date 
THORP’s order book stands at almost £6 billion, 
two-thirds of which are exports. 

It’s business secured which will take us 
well into the second decade of the next century. 

Further, the expertise developed by our 
1,500 strong team of engineering, design and 



great deal of our 
attention on environmental issues. 

Over £2 billion is being spent improving, 
even further, our nuclear waste management and 
environmental protection facilities. 

We routinely test,, for instance, 10,000 
samples a year from our sites and their immed- 
iate surroundings. 


as a vested 

interest in Europe’s biggest on-shore 


We wouldn’t expect anyone, other than 
a wildlife expert, to recognise them immediately. 

The.big chap above is the Natterjack Toad. 
He fan be found on and around the British 
Nuclear Fuels’ Sellafield site. 

So can the Six Spotted Burnet Moth and a 
pure white Barn Owl. 

In the river C alder running through the 
site, trout and even the Three Spined Stickle- 
back can be seen. 

What you will also find at Sellafield is 


construction site? 


THORP (Thermal Oxide Reprocessing Plant) - 
a major part of the biggest on-shore 
construction site in Europe. 

THORP represents an investment of £1.8 5 
billion. 



safety specialists is now available as a total 
project engineering capability. 

Good news for Britain. But what 
about our neighbour the Natterjack? 

British Nuclear Fuels’ £1 Vi million a day 
investment programme isn’t just about projects 
like THORP. 

As the nuclear industry has always to 
face intense public scrutiny, we’ve focused a 
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And, when it 
comes to global con- 
cerns such as ‘acid rain’ 
and the ‘greenhouse effect' 
nuclear power can claim a clean 
bill of health. 

Something our friend the Natterjack Toad 
would surely give his croak of approval to. 
British Nuclear Fuels pic, Information Services, 
Risley, Warrington, Cheshire WA3 6 AS. 
Facsimile: 0925 82271L Telex: 627581. 
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( WORLD NUCLEAR INDUSTRIES 2 ) 


The UK nuclear industry is down but not out. David Fishlock reports 


Co-operation replaces bickering 


THE British nuclear industry 
suffered a near-deadly blow 
late last year. The Government 
cancelled three planned 
nuclear stations and reorgan- 
ised electricity supply so radi- 
cally that Lord Marshall, Cen- 
tral Electricity Generating 
Board chairman and the inter- 
nationally acknowledged 
industry leader for nearly a 
decade, was out of a job. 

All the same, nuclear’s 
antagonists may be premature 
In pronouncing the industry 
actually dead, as this year yet 
another marathon public 
inquiry has found the indus- 
try's proposals safe and, on 
balance, beneficial; and 
nuclear companies have signed 
contracts for another £800m of 
exports. 

Mr Neville Chamberlain is 


A more daunting 
problem for the 
nuclear utility may 
be its AGRs 


chief executive of British 
Nuclear Fuels, the company 
which has won the export con- 
tracts for German spent-fuel 
reprocessing: he sees the Gov- 
ernment's approval in princi- 
ple of the HinkJey C nuclear 
station earlier this month thus: 
"it sends the right signals to 
our customers overseas." 

For the foreseeable future, 
OK nuclear electricity and fuel 


supply will remain in the pub- 
Gov- 


pathetic world can be danger- 
ously destructive. For the past 
10 months they have been 
negotiating quietly a new 
long-term, fixed-price fuel ser- 
vices contract stretching weU 
into the next century, which 
will be worth something close 
to £lObn to BNFL at current 
prices. 

The UK moratorium on new 
reactor construction before 
1994 has refocused Nuclear 
Electric's thinking on extend- 
ing the life of its Magnox reac- 
tors. If the utility can convince 
the Nuclear Installations 
Inspectorate that, for a rela- 
tively modest extra investment 
of between 210m and £l5m per 
station, these plants can be run 
for 35 instead of 30 years, it 
will be worth an extra £lbn in 
revenue, says Mr John Collier, 
chairman and chief executive. 
A bonus, he adds, given cur- 
rent political concerns, is that 
it would avoid an extra 60m 
tonnes of carbon dioxide. 

A more daunting problem for 
the utility may be its advanced 
gas-cooled reactors (AGRs): 
five stations totalling more 
than 6.000MW of potential 
capacity, but actually generat- 
ing little more than half the 
electricity Mr Collier believes 
they are capable of. As a 
result. AGR power is apprecia- 
bly more expensive than Mag- 
nox power. For safety reasons, 
Mr Collier is not allowed to 
move fdel in and out of the 
reactors as fast as he wishes, 
which accounts for a lot of the 



Neville Chamberlain: Hinfcley C decision sends right signals 


deficit, he says. “But Tm deter- 
mined to get them good - 
even Dungeness B.” 

As for Size we II B, Nuclear 
Electric’s only reactor con- 
struction project, Mr Collier 
has no doubts about the impor- 
tance of completing it to bud- 
get in 1994, if the Government 
is to be persuaded to let him 
start more reactors. Nearly 
one-third of the way through 


its 72-month construction pro- 
gramme. the project is just 
ahead of schedule as it enters a 
tricky period which should see 
the pressure vessel in place by 
next summer. 

A central part of Nuclear 
Electric’s strategy is to prepare 
the way for re-entry into reac- 
tor-building. Mr Sam Goddard, 
director responsible for con- 
struction and planning, says it 


lie sector, following the 
ernment’s belated discovery 
that its privatisation plans 
failed to include tbe kind of 
guarantees enjoyed by private- 
sector nuclear operators else- 
where in the world. Lord Mar- 
shall tried to warn - but failed 
to convince. 

One clear consequence of the 
government action has been to 
force survivors to co-operate 
instead of bickering, as they 
had done - increasingly bit- 
terly - since Britain enjoyed 
about 50 per cent of tbe world's 
nuclear electricity programme 
(now down to about 3 per 
cent.) 

In particular, the two big 
state-owned sectors. Nuclear 
Electric, the new all-nuclear 
utility with over £5bn of reac- 
tor asses ts, and its fuel sup- 
plier BNFL. now recognise that 
public argument in an unsym- 


Casualty of privatisation 


NUCLEAR POWER, once 
heralded as ushering in an era 
of cheap electricity, has been 
one of the main casualties of 
the UK electricity privatisa- 
tion programme. 

The Government was forced 
into a humiliating retreat last 
year when it dropped plans to 
privatise any of the nuclear 
power stations in the UK. 

Ministers had little choice, 
since the financial analysis 
which preceded electricity pri- 
vatisation had resulted in a 
big escalation of cost estimates 
for nuclear power. 

In 1988, the Central Electric- 
ity Generating Board told the 
public inquiry into its pro- 
posal to build a new pressur- 


ised water reactor station at 
Binkley in Somerset that the 
station's output would be less 
than from a coal-fired station. 

Once private sector financial 
analysis had been applied to 
nuclear power, however, the 
industry admitted that the life- 
time cost of PWR generation 
would be 6.25p a unit (kilo- 
watt/hoar), compared to 2p-3p 
for a combined cycle gas tur- 
bine plant and 3p-ip for a new 
large coal station. 

Several factors lay behind 
these increases: inadequate 
provisions for the cost of 
reprocessing nuclear waste 
and flpm inmi-<«i<wriiifr nuclear 
stations: unduly low rates of 
return used to appraise 


nuclear stations; excessively 
long 40-year depreciation peri- 
ods used in calculating nuclear 
costs; and the failure to 
include interest costs. 

The House of Commons 
Energy Committee, which pub- 
lished a scathing report on the 
privatisation fiasco earlier this 
year, believes that the UK 
industry has been subject to 
less rigorous financial 
appraisal than some of its 
counterparts overseas. 

But it remains an open ques- 
tion whether any state-owned 
nuclear stations could survive 
the sort of examination 
demanded by privatisation. 


David Thomas 
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proposes to offer the Govern- 
ment a range of carefully con- 
sidered options. 

The baseline will be to 
restore the programme based 
on the Sizewell B design, 
starting with Hinkley C. It is 
clearly the quickest way to re- 
enter, but there is the problem 
of cost. 

The world's most expensive 
pressurised water reactor can- 
not compete with gas-fired 
power harnessed by the com- 
bined-cycle plants the newly 
privatised power companies 
are expected to order. 

So. Mr Goddard is weighing 
alternatives expected to reduce 
the nuclear costs. All are 
PWRs, bat they fall into two 
categories. The near-term alter- 
natives are existing PWR 
designs, such as tbe latest 
French N4+ reactor, under 
construction at Chooz on tbe 
border with Belgium, the Com- 
bustion Engineering System 
80+ and the Mitsubishi reac- 
tor. None has yet been licensed 
in Britain, so Goddard assumes 
it will be 1996-98 before he 
could expect to get a construc- 
tion permit. 

One possibility he has just 
begun to study is to improve 
the Size we 11 B design, using 
longer fuel, but without jeopar- 
dising the safety case. 

The longer-term alternatives 
are the “safer'’ reactors such as 
the Westmghouse AP 600 and. 
the Anglo-US safe integral 
reactor. These systems will 
first require a demonstration 
reactor, ruling oat commercial 
construction this century. 

Very silly things have been 
said about the cost of nuclear 
power in the past year, says Mr 
Goddard. There is clearly a 
price to be paid for cleaning up 
fossil-fuel plant - which is 
already charged against 
nuclear units. 

He will try to produce a con- 
vincing case for his estimates 
of the value of reactors not 
emitting pollutants, in the 
light of the UK’s international 

undertaking *. 

Nuclear Electric, like other 
parts of the electricity supply 
industry which are not being 
nationalised, is under strict 
orders from the Government to 
keep out of the news. But 
when privatisation is com- 
pleted next year, there w HI be 
a case for a new national 
debate about the rightful place 
of nuclear power in UK energy 
supply, suggests Mr J.C.C, 
Stewart, chairman of the Brit- 
ish Nuclear Forum, the indus- 
try's trade association. He 
wants to see this debate bring 
all the rigour of the four 
exhaustive public inquiries 
into nuclear safety, to tear on 
the wider issues of nuclear eco- 
nomics. 

The public generally - 
inrlnding the City - sees It as 
an expensive indulgence in 
high technology. The nuclear 
industry believes there is 
already ample evidence over- 
seas that nuclear energy is a 
fully commercial and highly 
competitive investment in 
mature technology, says Mr 
Stewart. He believes the pri- 
vate sector will also be clam- 
ouring for permission to build 
reactors. 


NUCLEAR FUEL CYCLE 


Enrichment process 
passes test of time 



Gas centrifuges for uranium enrichment In Uronco’s latest factory at AJnwJo, Netherlands 


URENCO, the Anglo- 
Germau-Dutch uranium 
enrichment company, has 
reported that gas centrifuges 
designed in the 1960s to run 
for 10 years have run non-stop 
in both the Netherlands and 
Britain for 14 years. To make 
a machine run continuously at 
supersonic speeds without 
maintenance for a decade and 
longer is a remarkable 
achievement. 

The gas centrifuge is one 
example of a nuclear technol- 
ogy in which Europe has col- 
laborated to score a singular 
success, by displacing the US- 
invented gas diffusion process 
as the cheapest way of enrich- 
ing uranium for nuclear fueL 

The two decades since the 
signing of the tripartite Treaty 
of Almelo, which gave birth to 
Urenco, have witnessed a steep 
drop in the rate at which 
nuclear power was expected to 
expand. Nevertheless, its 
growth has sufficed to help 
Urenco establish itself as an 
international nuclear business 
with an order book for 1990 


How Dlutonium map reduce enrichment demand (%) 

Country 

1990 

1995 

2000 

Germany 

B.3 

13.7 
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Switzerland 

. . . &2- ~ - 

21.4 

175 


2.3 

4.1 

7.1 

Japan 

0* 

2.0 

4.4 

Source.- UrSncO Mtimatae 


and beyond exceeding $3bn, 
Sweden. 


and embracing Brazil. 
Switzerland aud the US. as 
well as its partner-nations. 

Investment plans call for 
2,700 tonnes of enrichment 
capacity a year by the aid of 
1990. all authorised against 
long-term supply contracts 
and amortised over 10 years. 

The collaboration has 
melded three national pro- 
grammes into the single 
design of gas centrifuge now 
being installed in all three 
Urenco factories. An uprated 


version of this madiing will be 

instaTlad from the aid of the 
year - the machine Urenco 
also plans for Its first US 
plant, in partnership with US 
utilities. “We still believe that 
for the next decade our centri- 
fuge will be the most economic 
way of producing enrich- 
ment'’, says Mr George Inglis, 
Urenco’s manag in g director. 

The US venture. In partner- 
ship with a new energy con- 
sortium called Louisiana. 
Energy Services, Is budgeting 
“tens of minions of doQtes” to 
prepare the safety and engi- 
neering case for what it hopes 
will be tiie first US licence for 
an enrichment plant, near 
Homer, Louisiana. 

It expects to submit Its case 
for a tornado-proof plant to 
the Nuclear Regulatory Com- 
mission in January and hopes 
for approval within two years. 
If the partners then deckle to 
proceed, the plant could be 
producing enrichment by the 
end of 1995, Mr In^is says. 

Factors influencing the deci- 
sion could include US Govern- 
ment policy on enrichment, 
which is still evolving. 
Another is the USSR's plans 
for using Its own gas centri- 
fuge enrichment capacity - 


ADVANCED REACTORS 


The high cost of safety 


PRESENT commercial designs 
of nuclear reactor are unneces- 
sarily complex and costly. It is 
argued by the industry, 
because the designers have 
been obliged to add on so many 
“afterthoughts’’ to accommo- 
date, above all, developing per- 
ceptions of nuclear safety. 

Britain, for example, has 
achieved the unenviable repu- 
tation of designing the world’s 
most expensive pressurised 
water reactor for Sizewell B, in 
order to placate critics of PWR 
safety. 

AD leading reactor vendors 
have therefore accepted the 
challenge of dps igning an even- 
safer-yet-cheaper system. The 
two goals are not necessarily 
incompatible because ways of 
making reactors intrinsically 
safer - if not inherently proof 
against a serious accident - 
have been proposed. 

The Swedes started the fash- 
ion with the former ASEA- 
Atom’s Plus (process inherent 
ultimate safety) reactor con- 
cept, although a government 
moratorium on further reactor 
construction has prevented 
any demonstration. The plan is 
that the 500MW Pius reactor, 
shrouded in its pressure vessel 
of prestressed concrete, would 
shut itself down and cool auto- 
matically in an accident. 
Potential customers have 
raised the point that it might, 
in fact, shut down too readily 
to be a reliable power supply. 

In the US, Westingbouse 
Electric has its AP600 
advanced PWR, which 
embodies such passive safety 
features as a chimney that 
helps cool the reactor contain- 
ment by convection, and 
greater protection against a 
loss-of-coolant accident 

General Electric is working 
on its advanced BWR, using an 
international team drawn from 


BWR vendors in Europe, Japan 
and the US. The version which 
corresponds to AP600 Is its 
small/simplified BWR of 
6Q0MW which Includes such 
passive emergency response 
features as a suppression pool 
to absorb blow-down energy, a 
gravity-fed cooling pond to 
flood the reactor, and an isola- 
tion condenser pool to remove 
radioactive decay heat to atmo- 
sphere. 

The US Department of 
Energy is helping to fund fur- 
ther development of these two 
light water reactors, following 
a review last year. The review 
rejected an application for 
funding from proponents of the 


with Asea Brown Boveri 
(ABB). ABB Atom has access 
to Combustion Engineering’s 
latest PWR technology, its own 
BWR and high-temperature 
gas-cooled reactor (HTGR), 
Sweden’s Pius, and Sir. Mr 
Lennart Fogelstrom, Sweden’s 
nuclear industry leader, is 
advising the ABB board on 
how this nuclear smorgasbord 
might be rationalised. 

Two further advanced ther- 
mal nuclear systems are being 
funded by the US Energy 
Department and have been 
evaluated this year on behalf 
of US utilities by the Electric 
Power Research Institute 
(EPRI). They are General 


Britain has designed the world’s most 
expensive pressurised water reactor 
for Sizewell B 


Pius reactor, and from backers 
of an Anglo-US PWR project 
called the safe integral reactor 
(Sir). 

Sir is a concept devised by 
four parties in concert: 
Rolls-Royce, whose associated 
nuclear company builds the 
Royal Navy’s reactors; Com- 
bustion Engineering and Stone 
and Webster in toe US; and the 
UK Atomic Energy Authority. 
Sir’s central safety feature is 
that the entire primary circuit 
is contained within a single 
steel vessel whose essential 
safety characteristics have 
been endorsed by the Sizewell 


public inquiry. The concept 
has recently been 


from 

320MW to 400MW. Tbe UK 
AEA has proposed that a dem- 
onstration Sir be built at its 
Winfrith site in Dorset. 

The future of Sir may now 
rest with recent industrial 
developments bringing Com- 
bustion Engineering together 


Atomic’s HTGR and GE’s liq- 
uid metal reactor. The EPRI 
study concludes that both 
should continue to be devel- 
oped. 

The nuclear physics and 
chemistry of the fast reactor 
has been demonstrated con- 
vincingly, notably by France 
and Britain. The reactor is doc- 
ile and easily controlled. Less 
easily controlled is toe cost of 
designing a system requiring, 
for safety reasons, an extra 
heat-transfer system between 
its molten metal coolant and 
the steam circuit. 

All large fast reactors have 
suffered problems at this com- 
plex and costly interface, sug- 
gesting that a dependable com- 
mercial system is likely to be 
still more expensive to engi- 
neer than a thermal reactor 
The uranium price required to 
make the fast reactor competi- 
tive still tends to recede. 

Britain, unable to get an eco- 


nomic price for running its 
250MW prototype fast reactor 
at Dounreay in north Scotland, 
plans to close it in L99S. Even 
tbe French are having doubts 
about the performance of 
Superphenix, their 1.Z00MW 
collaboration with West Ger- 
many, Italy and Benelux. All 
plans to proceed with more fast 
reactors have been shelved. 
Britain's Energy Department 
has put tbe commercial fast 
reactor no nearer than 2020. 

A fusion reactor is furthest 
away, for it has not yet 
reached the experimental stage 
of the original fission “pile" of 
1942. Controlled thermonuclear 
fusion has proved one of man- 
kind’s meet difficult technical 
goals, and enough is now 
known about the tokamak, as 
the favoured approach, to sug- 
gest that it will be a costly and 
troublesome technology to 
implement and maintain . 

What drives tbe research is 
the idea that fusion will run on 
almost inexhaustible fuels, and 
will involve lesser radioactivity 
problems than fission reactors. 
If realised. It could insulate its 
inventors from all toe geopolit- 
ical and most environmental 
problems associated with pres- 
ent-day fuels. 

This view has fo und unex- 
pectedly strong support from 
an Independent team of techni- 
cal analysts asked by the Euro- 
pean Commission to 
its £300m per year fusion 
research programme. The 
led by Professor Umberto 
Colombo,, chairman of ENEA, 
the Italian energy research 
com m is sio n, wants the Euro- 
pean Community to keep 
fusion at high priority in its 
research strategy, even though 
it reckons commercial fusion 
reactors to be SO years away. 


David Fishlock 
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deriving from the same baric 
inventions as Urenco’s centri- 
fuges - to expand Its exports 
of enrichment to the west at 
competitive prices. A third fee- 
tor is the growing use of plato- 
nium instead of uranium to 
enrich nuclear fueL 
Recycling of fissile pinto- 
Tiiinn separated from spent 
nuclear fuel, as enriched fed 
for thermal reactors, was dem- 
onstrated in an Italian reactor 
-to the I96fls. TypfcaHy. 70 per 
cent of the plutonium recov- 
ered by reprocessing is fissile. 
Plutonium-enriched tael has 
been more difficult to develop 
for seyeral reasons,. inch as 
the' toxicity of plutonium, 
which makes fuel more expen- 
sive to fabricate. 

Several nations have -perse- 
vered with trials o&jnixed-ox* 
Ide (M OX) fuels of uranium 
and p lutoninm oxides in light 
■ water reactors, and haye 
shown that fissile plutonium 
can be recycled safely and reli- 
ably as an alternative to ura- 
nium enrichment.- 
Europe uses MOX fuel equiv- 
alent to a charge of one big 
reactor, or about 120 tonnes of 
separative work a year. 

Continued on Page 3 
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Il lg nuclear fuel service industry sectors, from source through to reprocessing and waste disposal, are explored by Pav8d Fishlock 
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Reprocessing brings 
its own rewards 


Continued from page 2 

UrL^ lB °R Page 2 E™ 
estimat es of how 
wux fuel may penetrate some 
nuclear markets and di« pia«-» 
“KuUam enrichment 
nr Weat - Germany, one of 
urenco s partner-states, is the 
onvuig force behind recycled 
plutonium. Peter Schmiedel 
general manager for nuclear 
fuel projects with Siemens, 
says that his factory at Hanau 
had so far tamed 3.7 tonnes of 
“ssue plutonium into 70,000 
«OX fuel rods. During the 
|£90s he expects to recycle a 
further 24 tonnes of plutonium 
- conserving a total of 5,000 
tonnes of uranium and the 
for 4,000 tonnes of sepa- 
rative work. 

Ten German reactors have 
so far been licensed to use 
MOX fuel and a farther right 
have applied for a Licence. 
Schmiedel’s factory is being 
expanded from 40 tonnes to 
120 tonnes of MOX fuel a year. 

Prance, with Europe’s big- 
gest inventory of reactors, is 
making MOX fuel rods 
through Fragema, with help 
from Belgium’s Belgonu- 
cl^aire. The first were loaded 
into Hectricite de France's St 
Laurent Bl PWR fa 1987, and 
another three EdF reactors 
have since received MOX. Four 
more will be loaded by 1992. 

France is building a new 
MOX fuel factory at Marconle 
on the Rhone. Owned by 
Cogema and Framatome, It is 
scheduled to produce its first 
fuel rods in three years’ time. 
France has already secured 
orders for MOX fuel from two 
German utilities. 

Britain, which has made 
MOX fuel for its prototype fast 
reactor since the early 1970s, 
is now building a demonstra- 
tion plant at Sellafield for a 
hew manufacturing route 
called the “short binderless 
route**, as a joint venture 
between British Nuclear Fuels 
and the UK Atomic Energy 
Authority. 

BNFL plans to have a com- 
mercial MOX factory based on 
this new process operating by 
the late 19906. Its advantages, 
the company says, include the 
ability to deal with “old" plu- 
tonium, long in store, which 
has accumulated neutron-ab- 
sorbing americium-241 from 
transmutation of plutonimn- 
241. The two partners are 
talking of a £50m investment 
in a MOX factory making 
between SO and 100 tonnes a 
year, in which ASA Technol- 
ogy, the UK AEA’s commercial 
arm, might take a 10 per emit 
stake. 


New answers as waste 
material piles up 


THE Swedish government led 
the way a decade ago when it 
insisted that the nuclear indus- 
try must also make fall provi- 
sion for radioactive waste dis- 
posal, before It would approve 
the three more nuclear stations 
which would complete Swe- 
den’s first nuclear power pro- 
gramme. This meant disposal 
of everything except the most 
highly active waste associated 
with 12 nuclear stations and 
their fuel services, after their 
scheduled shutdown by the 
year 2010. 

As a result, the Swedish 
Nuclear Fuel and Waste Man- 
agement Company (SKB) has a 
sub-sea repository in operation 
at Forsmark, north of Stock- 
holm, designed to contain all 
radwastes, including the debris 
when the nuclear facilities are 
eventually dismantled. 

The Swedish utilities pay 
SKB an annual fee calculated 
to cover all costs associated 
with the end of the fuel cycle 
up to about 2050. Meanwhile, 
the high-level wastes are being 


times as many nuclear plants 
operating as Sweden and a 
huge legacy of radwaste from 
50 years of nuclear weapon 
industry activities, has taken 
few long-term decisions, 
mainly because it cannot agree 
whether to build a national 


highly radioactive reprocessing 
effluent, some of which it has 
licensed to Britain. 

In the UK. a series of mis- 
haps at the Sellafield repro- 
cessing factory which threat- 
ened the future of one of the 
country’s most successful 


In the Eastern bloc, there is a still bigger 
problem. The west may be obliged to 
help manage this 


Each nation, like 
Sweden, has 
unique solutions 


stored in facilities designed for 
a life of up to 40 years, while 
SKB is still researching and 
designing a separate reposi- 
tory. It has just begun to exca- 
vate a new “hot laboratory” 
deep in granite in southern 
Sweden, near the national 
spent-fuel store. 

The US, with nearly ten 


repository or order each nucle- 
ar-using state to construct its 

own. 

The US Government has esti- 
mated, however, that its 
Department of Energy sites 
alone present a radwaste prob- 
lem that will cost S30bn to 
clean up. In addition, it must 
deal with the growing inven- 
tory of spent fuel accumulating 
in stores at every nuclear sta- 
tion since it prohibited repro- 
cessing in 1977. 

In the Eastern bloc, there is 
a still bigger radwaste prob- 
lem. The west may be obliged 
to help manage this, if only to 
prevent the consequences spill- 
ing across national boundaries. 

Western Europe is well 
equipped to assist both super- 
powers with their radwaste 
problems. Each nation, like 
Sweden, has been obliged to 
respond to strong domestic 
pressure for action, and as a 
result hao unique solutions. 

The French, for example, 
with Europe's biggest nuclear 
power programme, focused 
strongly on perfecting the 
tricky technology of vitrifying 
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nuclear activities - contract 
spent fuel reprocessing for 
other countries - forced the 
industry to face up to a num- 
ber of radwaste problems. 

During the 1980s British 
Nuclear Fuels, backed by the 
UK Atomic Energy Authority, 
researched, designed and 
installed radwaste manage- 
ment facilities totalling more 
than £13bn to reduce the rou- 
tine emissions as well as the 
risk of leaks from Sellafield. 

BNFL is still spending 
heavily, and effluent and waste 
treatment facilities costing 
another £370m are planned for 
the early 1990s. 

Latest to enter service, this 
summer, are plants which 
immobilise two specific rad- 
wastes. The Windscale vitrifi- 
cation plant is a £240m invest- 
ment in robotic to 

solidify highly active effluent 
as glass ingots, for eventual 
disposal deep underground, 
either in Britain or in the 
countries of its other reprocess- 
ing customers. 

Another £240m has been 
spent on a remotely operated 
facility, encapsulation plant 
No.l (EP-l). which packages 
corroded magnesium alloy 
stripped from spent uranium 
fuel and contaminated with 
plutonium, in concrete in 
stainless steel drams, again for 
eventual burial. Another £55m 
has been spent on the associ- 
ated beta-gamma store where 
fhw» drums will stay wwtii the 
Nirex national deep repository 
is ready early next century. 

Both these plants are 
remarkable engineering 
achievements, run “cold” for 
many months before they han- 
dled radwaste to make sure 
they really are reliable and 
self-repairing, and can rid 


themselves efficiently of any 
en g ineer ing parts their robots 
may replace during their life- 
time. As Mr Neville Chamber- 
lain, BNFL’s chief executive, 
points out, failure would bring 
Sellafi eld’s reprocessing to a 
halt, for the company is install- 
ing no new capacity for storing 
either liquid effluent or Mag- 
nox swarf. 

Mr Chamberlain believes 
that the technology BNFL has 
researched and designed for 
such plant s is just what the US 
government needs to acceler- 
ate its own clean-up pro- 
gramme. He says his many vis- 
itors from US government and 
industry to Sellafield have 
been impressed. 

As UK demand for fuel ser- 
vices will not grow rapidly in 
the 1990s, the company has 
made two important commer- 
cial moves to Internationalise 
its operations. One is to set up 
a subsidiary. International 
Nuclear Fuels Ltd, with sepa- 
rate headquarters at Risley, as 
a vehicle for organisations 

Another big BNFL 
goal is to bid for 
US contracts 

overseas “to get closer to us”. 
Chamberlain says. 

Thus they dis c u ss such 
schemes as mergers, joint ven- 
tures and equity participation 
with civil-sector customers, 
unhampered by BNFL's 
defence activities for the UK 
Government. The French 
helped pioneer the idea with 
Its Eurodif joint venture 
between utilities in ur anium 
enrichment in the early 1970s, 
and more recently in its pro- 
posal to German ntHrams for 
shared investment in a French- 
managed reprocessing plant. 

The second commercial 
move was to set up a US sub- 
sidiary, the Washington-based 
BNFL Inc. Its first project is 
the joint venture with Louis- 
iana Energy Services in plan- 
ning a joint wnrinhmpnt ven- 
ture in LouMana. But another 
big goal is to bid for US rad- 
waste management contracts 
In collaboration with US engi- 
neering companies, using Sel- 
lafield technology. 


RARELY CAN an industry 
have won so big an overseas 
order and gained so little pub- 
licity for it, as British Nuclear 
Fuels this summer when it 
signed a series of long-term 
contracts for reprocessing 
spent fuel from seven German 
reactors. 

Hie work, to be done beyond 
2002. comes to nearly 1,600 
tonnes, worth £800m at today's 
prices. The small amount of 
attention it did receive in 
Britain was focused mostly on 
alleged risks of making Britain 
a bigger “nuclear dustbin”, 
although the contracts require 
the German utilities to take 
back almost all the radioactiv- 
ity. 

Britain is scoring a consider- 
able commercial success in the 
area of reprocessing. Only the 
French, unhampered by a 
protracted public Inquiry sys- 
tem, can claim to be ahead of 
Britain. 

From French technical prog- 
ress Britain can take consider- 
able comfort that its own ambi- 
tious schemes will work, for 
the two nations have simulta- 
neously collaborated in the 
international market in spent 
nuclear fuel as well as compet- 
ing in it. 

Cogema in France reported 
to the Ur anium Institute this 
month that its most advanced 
reprocessing facility UP3 at La 
Hague came on-stream com- 
mercially this summer, after 
successfully completing a pilot 
ran of 100 tonnes of fael UPS 
embodies such advances as zir- 
conium vessels for dissolving 
the ceramic fad. 

The scale of the project can 
be gauged from the fact that 
more than 400 construction 
companies were engaged, and 
that the peak workforce 
exceeded 7,000. 

UPS is designed to treat 800 
tonnes of spent fuel a year, and 
recover 8 tonnes of plutonium 
for recycling as mixed oxide 
(MOX) fuel, made in a plant 
Cogema plans to bring on- 
stream in 1993. 

Britain's counterpart, the 
thermal oxide reprocessing 
plant (Thorp) at Sellafield, is 
scheduled for completion in 
another 18 months. As with 
UP3, Thorp’s capacity for the 
first decade of operation has 


Stage 


Estimated UK fuel cycle costs (pence per unit) 

Uagnox AGR PWR 


Uranium 

Hex conversion and enrichment 
Fuel fabrication 

Reprocess and waste management 
TOTAL 
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0.15 

13 
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already been sold. 

The new German business - 

shared with the French - is 
for the second decade, when 
reprocessing costs are expected 
to reflect the fact that the 
plants have been amortised. 

Mr Neville Chamberlain, 
BNFL's chief executive, is con- 
fident of keeping Thorp close 
to schedule and a budget of 
£1.85bn. Some associated facili- 
ties such as fuel receipt and 
storage are already in service, 
and the Windscale vitrification 
plant for treating Thorp’s 
highly active liquid effluent, 
which uses French core tech- 
nology, came on-stream this 
summer. 

Mr Chamberlain believes 

Only the French 
can claim to be 
ahead of Britain 

that before the end of the 
decade BNFL will be returning 
highly active wastes to its 
overseas customers, who 
account for two-thirds of 
Thorp’s capacity in the 1990s. 

To underpin this long-term 
nuclear business, BNFL has 
made a prodigious commit- 
ment to radioactive waste man- 
agement at Sellafield totalling 
more than £l.8bn. As Mr 
Chamberlain puts it, “None of 
these improvements provide 
benefit to the customer, but of 
course he felt the consequent 
price increase”. 

In the late 1980s the com- 
pany was obliged to add hun- 
dreds of milli ons of pounds in 
provisions for fael already long 
spent - and even reprocessed. 
Customers on cost-plus con- 
tracts became worried, culmin- 
ating in the public fallout 
between BNFL and its biggest 
client, the former Central Elec- 
tricity Generating Board, last 
year. 


The table provides the basis 
for BNFL's latest prices includ- 
ing the long-term, fixedrprice 
contracts for fuel services it is 
dose to signing with Nuclear 
Electric and Scottish Nuclear. 
Under their terms, BNFL will 
be shouldering all risks associ- 
ated with building and operat- 
ing fuel facilities and subse- 
quently decommissioning them 
- “all the managerial, tech n i- 
cal and business risks”. 

The only circumstances in 
which prices are allowed to 
change are in meeting newly 
imposed safety or regulatory 
requirements, costs of which 
are to be shared between cus- 
tomer, contractor and govern- 
ment. 

Prospects for further repro- 
cessing business look promis- 
ing, not least because of the 
rate at which some commercial 
reactors - notably in the Far 
East - are consuming fael by 
running at high load factors. A 
new prospect has also opened 
in Eastern Europe, where state 
power companies are no longer 
obliged to return their spent 
fuel to the USSR. 

The USSR is apparently 
reluctant to take some kinds of 
spent fuel. This may well be 
faulty fael - leaking cans, for 
instance. To cater for what 
may be a substantial interna- 
tional business in “difficult” 
fuels - fuel from research 
reactors as well as damaged 
fael - AEA Technology, the 
commercial arm of the UK 
Atomic Energy Authority, and 
BNFL have been co-operating 
in marketing a commercial 
scheme to make use of the 
demonstration fast reactor 
reprocessing plant at Doun- 
reay. 

It looks like good business 
and could give the plant a com- 
mercial future beyond the 
scheduled shutdown date of 
1997, says Brian Eyre, AEA 
Technology's chief executive. 
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Their future 
is our present. 

The fiiture of energy is the future of our 
children. They’ll need safe energy, to limit 
the risks. Potent, easily tapped energy, 
to allow new endeavors. Clean energy, 
for a better environment. Framatome, the 
world’s foremost vendor and exporter of 
PWR nuclear steam supply systems, is 
anticipating those needs. With a deep 
sense of responsibility, our 6 000 engi- 
neers and technicians have set themselves 
a lofty goal : mobilizing their knowledge 
and experience to meet the needs of 
the coming generations. Framatome, Tour 
Fiat, Cedex 16, 92084 Paris-La Defense, 
France. Phone : 33 (D 47 96 14 14. 
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Governments find that they are pulled in different directions by the issues surrounding nuclear power 


The pressures on nuclear nations around the world 


IN MARCH, the US Nuclear 
Regulatory Commission 
approved the generation of 
power from one of the most 
bitterly contested civil nuclear 
projects in the US. 

The Seabrook plant in New 
Hampshire, now In the process 
of starting up, is ll years 
behind schedule; costs have 
risen from $973m in 1972 to 
$6.45bn. 

The station was fiercely 
opposed by politicians in 
neighbouring Massachusetts, 
including Governor Michael 
Dukakis and Senator Edward. 
Kennedy, and attracted numer- 
ous protest rallies. 

It also led to the first bank- 
ruptcy since the 1930s of an 
in vesto r-o wned. electric power 
company, the Public Service 
Company of New Hampshire. 
In short, it became a cause 
celebre for the pro- and anti- 
nuclear lobbies in the US. 

But the go-ahead for Sea- 
brook does not necessarily sig- 
nal a revival in the US nuclear 
industry. The political and 
financial difficulties generated 
by the scheme help to show 
why US utilities remain wary 
of the nuclear route. 

That said, other forces - 
environmental concerns, a new 
generation of nuclear designs 
and the Middle East crisis - 
could m«tsm that by the mid- 
1990s, nuclear power may 
become slightly more accept- 
able politically. Proponents of 
the industry hope it may even 
see a handful of US orders 
around that time. 

The US has more nuclear 
power stations than any other 
country - 112 have operating 
licences - and last year they 
generated just over 19 per cent 
of the nation’s electricity. 

But virtually no new nuclear 
plants are In the pipeline and 
all the plants ordered since the 
mid-1970s - more than 100 - 
have been cancelled. 

Though the cancellations 
were due partly to changes in 
energy supply and demand - 
many coal-fired stations were 
also scrapped - they coincided 
with growing popular revul- 
sion against nuclear power, 
because of worries about safety 
and waste disposal These con- 
cerns were intensified by the 
accident at the Three Mile 
Island plant in March 1979 and 
later by the the Chernobyl 
disaster in the Soviet Union. 


In addition, the speed at 
which plants were built in the 
early 1970s raised questions 
over the quality of design and 
engineering and huge cost 
overruns. 

However, advocates of 


UNITED STATES 
All the plants 
ordered since the 
mid-1970s have 
been cancelled 


nuclear power believe the 
industry might get a second 
chance in the 1990s. 

The US is going to need 
more power plant Lack of con- 
struction over the past few 
years, when electricity demand 
has been growing substan- 
tially, means the sup ply /de- 
mand balance Is getting precar- 
ious in some areas. 

Most new power stations are 
fuelled by gas and oil. but a 
prolonged rise in crude prices 
could make this a costly 
choice, and increase US depen- 
dence on imported fuel. 

Coal is an obvious alterna- 
tive, given the plentiful US 
supplies, but it has environ- 
mental complications: there is 
growing concern over add rain 
and global warming associated 
with fossil fiiels, while new US 
clean air legislation could push 
up costs. 

The nuclear industry 
believes that all this is helping 
its cause, along with the 
improved designs of reactors, 
which it says will be simpler, 
safer and cheaper. 

Both General Electric and 
Westinghouse are seeking 
generic approval for their 
designs from the Nuclear Regu- 
latory Commission by the mid- 
dle of this decade. 

The industry also wants a 
simplified licensing system. 
This would involve just one 
permit; currently, one is 
needed to build the plant and 
another to operate it 
But even If the rip*rfg w«i are 
better, nuclear still has to 
prove it can compete on cost 
with rival power sources. That 
requires, among other tilings, 
showing that plants can be 
built in a reasonable time. The 
industry insists this should not 


be a problem, since new 
designs will be standardised 
models, rather than the cus- 
tom-designed varieties of the 
1970s. which produced endless 
construction problems. 

Waste is another issue. The 
Federal Government is making 
slow progress towards the per- 
manent disposal site it is sup- 
posed to be opening early next 
century. Efforts to carry out 
site tests in Nevada have been 
stymied by a lawsuit from the 
State Government 
Even if these obstacles were 
overcome, the nuclear industry 
would still require a degree of 
political support 
One of the thorniest political 
patches is at the State level 
Nuclear proponents claim that 
State public utility commis- 
sions have frequently not 
allowed companies to reclaim 
large amounts of construction 
costs from consumers, and t hat 
this has made them wary of 
committing capital funds. 

Perhaps even more serious 
are the rows over emergency 
evacuation procedures. It was 
a dispute of this type which 
held op Seabrook for so long, 
and a similar battle was the 
death of the Shoreham plant 
on Long Island, New York. 

Construction of Shoreham 
began in 1973 and was com- 
pleted in 1985. But it could not 
begin operating because New 
York State and the local 
county would not take part in 
emergency planning. By the 
time the wrangling ended in 
1969, the utility and New York 
State had struck a deal to kill 
the plant the state acquired it 
for a nominal SI and the utility 
was allowed to raise its rates. 

The move was attacked at 
the time by the Federal Gov- 
ernment as an “AUce-in-Won- 
derland decision totally con- 
trary to calls for action on 
global warming and concerns 
about declining utility reserve 
margins in the north-east (JS." 

That may be so, but it does 
underline the enormous politi- 
cal battle that the nuclear 
industry still has to fight. 

For even If the public can be 
convinced that the dangers 
inherent in nuclear power are 
preferable to those of the 
greenhouse effect, the cry will 
still go up: "Not in my back 
yardT 


Martin Dickson 


THE JAPANESE Government 
is striving for a nuclear con- 
sensus, but well-organised 
opposition to an increasingly 
ambitious plant construction 
programme has meant that 
this will not come cheap. 

Japan's energy debate, 
which will determine prospects 
for the nuclear industry, has 
been clouded by increasing 
concern about greenhouse 
gases, and the inability of the 
Ministry of International Trade 
and Industry (Miti) and the 
Environment Agency to agree 
on an appropriate level for car- 
bon dkmdeemissions. 

Aomori, the poorest prefec- 
ture on Japan’s four main 
islands, has become a focus for 
the nuclear debate, having 
been selected as a site for 
nuclear facilities that other 
areas do not want Work has 
already begun on an uranium 
enrichment plant, and is expec- 
ted to begin soon on Japan's 
first recycling facility and 
waste repository. 

Miti has a nuclear fund 
intended to create consensus 
by granting Yl8bn to towns 
around nuc lear facilities, while 
a Y3bn public relations centre 
fanded by construction and 
nuclear engineering companies 
is being built near the Aomori 
site. 


If acceptance is not achieved 
in Aomori, a review of n ati onal 
nuclear plans is likely. A 
recent Miti study of energy 
needs that concluded nuclear 
plants must increase from 38 to 
78 over the next 20 years if the 
country is to meet expected 
energy demand and stabilise 
carbon dioxide emissions. 

Miti expects that energy con- 
sumption will increase by 
about 35 per cent in the next 20 
years, and in order to reduce 
carbon dioxide emissions, the 
share of non-fossil fuel energy 
should increase from the 1988 
level of 15 per cent to 26.5 per 
cent by 2010. 

The Environment Agency 
wants to stabilise carbon diox- 
ide emissions at the present 
level by the year 2000, but Miti 
argues that an attempt to 
impose a limit now would hin- 
der planned economic growth, 
and that an annual 1.3 per cent 
increase in emissions is neces- 
sary until the end of the 
decade. 

A senior Miti official says 
that the minister and industry 
have four priorities in develop- 


"We will encourage enter- 
prises and business to select 
these areas for new factories 
and shops, and we will build 
more public facilities like hos- 
pitals and schools,” he says. 

Nuclear power accounts for 


JAPAN 

Nuclear power 
accounts for about 
30% of electricity 
generated 


about 30 per cent of electricity 
generated and 10 per cent of 
total energy used in Japan. 
The plan for 2010 is that 


nuclear plants provide 43 per 
of the 


mg nuclear power, improving 
ig of 


safety, refining the handling 
waste disposal, winning gen- 
eral public acceptance, and get- 
ting approval from residents 
near planned facilities. 


cent of the electricity and 16.7 
of total energy needs. 

The Miti official says that, 
before Chernobyl, the industry 
was confident that long-term 
construction targets could be 
met, bnt “after Chernobyl the 
movement [against] has 
become much stronger.” 

Aomori’s popularity as a 
nuclear site dates back to a 
pre-Chernobyl pledge by for- 
mer prime minister Mr Yasu- 
hiro Nakasone to make the 
northern coastal region 


Japan’s “nuclear peninsula". 
That promise is being partly 
kept, with plans to build two 
plants and by harbouring 
Japan’s only nuclear-powered 
vessel the Mutsu. 

The vessel's maiden voyage, 
in 1974. was a disaster. Within 
minutes of the first power-up 
test, a radiation leak was 
detected and the voyage was 
ahandnnpd , a mid damning pub- 
licity. 

Ports around the country 
refused to accept the Mutsu, 
until the Aomori fishing vil- 
lage of Seklnehama agreed 
after receiving considerable 
compensation. The vessel has 
its own part, while the local 
fishing co-operative received a 
new port and clubhouse and 
received Yi.7bn in handouts. 

Other communities have not 
been as accommodating. Fish- 
ermen opposed to the Aomori 
spent-fuel recycling facility 
have joined the anti-nuclear 
lecture circuit, while local elec- 
tions are won and lost on the 
issue, particularly in areas 
close to proposed plants. 

In response, the country’s 
nine power companies, which 
each monopolise a given area, 
have targeted housewives and 
the young for their PR cam - 
paign. 

Anti-nuclear sentiment has 


been strengthened by the Gov- 
ernment's campaign to high- 
light the misery inflicted by 
the atomic bombing of Hirosh- 
ima and Nagasaki The Gov- 
ernment has also sought pub- 
licity from an agreement to use 
radiation-treatment expertise 
gained from those tragic expe- 
riences to treat victims of the 
Chernobyl accident 

A foreign nuclear expert sug- 
gests that Japanese officiate 
and companies must under- 
stand that not everybody can 
be convinced to accept the role 
of nuclear power - that a con- 
sensus vrill never be reached 
on such a divisive issue. 

But the Government is confi- 
dent that the public acceptance 
campaign will eventually 
work, though the poor han- 
dling of announcements about 
faults at several nuclear plants 
has prompted some Japanese 
to suspect that many secrets 
are kept from them. 

The Government has also 
raised suspicions in Its funding 
of “public acceptance". In the 
1990 budget, the Government 
had included Y254.8bn for “the 
promotion of nuclear power 
development" in a much-publi- 
cised Y 452 bn contribution .to 
“environmental protection”. 


Robert Thomson 


FRANCE'S nuclear planners 
are feeling quietly relieved. 

The increase in oil prices 
caused by the Gulf crisis has 
had a relatively gentle impact 
on the French economy, allow- 
ing Electricity de France (EdF), 
the state-owned electricity sup- 
ply monopoly, to feel vindi- 
cated. 

Only recently. EdF was 
widely suspected of having 
saddled France with a surplus 
of nuclear power, the legacy of 
an ambitious nuclear reactor 


building^ programme which 


even EdF officials admit had 
been based on over optimistic 
economic growth forecasts. 

This has had mixed effects. 
On the one hand, it h«s 
EdF Europe's largest electric- 
ity exporter and allowed 
French industry to benefit 
from the lowest electricity 
prices of any European Com- 
munity member state, except 
Denmark. 

At the same time, it has pro- 


SIEMENS 


Electric power has many sources 


Alt over the world cheap energy is the 
key to a flourishing economy, and it 
gives Third World countries the chance 
to develop independently. 


The power demand will continue to 
Increase. We must theretore utilize all 
available energy sources effectively and 
,with dean technology. Siemens has a 
record of successes in many areas. 


Our power plants generate electricity 
and heal from all sources of energy 
under the sun; whether coal, oil or gas, 
nuclear energy, hydroelectric power, 
the wind or even the sun itself. 


We supply 


□ fossil-fueled power plants 

□ nuclear power plants equipped with 
light water reactors, heavy water 
reactors or breeder reactors 

□ nuclear fuel 

□ steam turbine plants, induding 
co-generalion facilities 

□ gas turbines 

□ generators 

□ hydroelectric power plants 

□ solar and wind power plants 

□ power plant l&C equipment 

□ service for power plants supplied by 
any vendor. 


We are also developing new types of 
power plant tor the nineties: these 
include the modular helium-cooled high- 
temperature reactor and the integrated 
gasification combined-cycle power 
plant a dean technology which 
produces electric power from coal at 
efficiencies In excess of 45 percent 
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voked the suspicion of other 
European utilities, who are 
wary of having to compete 
against EdF if the EC should 
ever succeed in scaling barri- 
ers to free cross-border electric- 
ity sales. 

EdF's efforts to offer special 
deals to big industrial custom- 
ers to mop up some of that 
cheap power have already 
attracted the attention of the 
European Commission's com- 
petition authorities, worried 
that EdF was trying to unload 
its surplus at lower than com- 
mercial rates. 

Yet if it had not been for 
France’s nearly 20-year policy 
of bufldtog up an independent 
nuclear-based source of energy, 
electricty prices might easily 
have tripled in the latest crisis, 
estimates the Commissariat a 
TEnergie Atomiqne (CEA). 

This is not to say that 
France’s nuclear energy con- 
sensus had been under any 
real threat before Iraq's annex- 
ation of Kuwait 

Governments of right and 
left have shown unswerving 
commitment to nuclear power 
since the 1973 oil shock, when 
three-quarters oE France’s 
energy needs were imported. 

The result is that France is 
now the world's second largest 
producer of nuclear electricity 
after the US, and has the high- 
est dependence on nuclear 
power in the world. 

France's installed capacity of 


53.000MW compares with 
97.000MW in the US, while 
between 75-80 per cent of 
French electricity comes from 
nuclear power, according to 
EdF. 

The 56 reactors operating or 


FRANCE 
Governments of 
right and left have 
been committed to 
nuclear power 


under construction provide 
around one third of France's 
overall energy consumption, 
with another 30 per cent from 
oil 15 per cent from coal 12 
per emit from gas and 8 per 
cent from hydro-electric 
sources. 

“At this level we think we 
have got just about the right 
balance. We are not thinking of 
any major expansion in tbe 
number of reactors in the 
future." says Mr Remy Carle, 
managing director of EdF’s 
contraction division. 

Mr Carle estimates that 
France will be supplying half 
its own energy needs within “a 
few years.” 

Mr Bernard Tinturier. direc- 
tor of strategy at the CEA. 
adds: “To my eyes, there is no 
question of re-launching. . . a 


new electro-nuclear re-equip- 
ment plan like that of 1973.” 

If the oil price sticks at 
around $30 per barrel for the 
foreseeable future, Mr Tintu- 
rier reckons that France would 
need to start construction of 
four new reactors between now 
and the end of the decade; 
barely fester than Its pre-crisis 
plans. 

Further ahead, EdF reckons 
that the current generation of 
reactors will need replacing 
between 2010-30, though just 
what kind of technology will 
replace them is the subject of 
intense political debate. 

EdF and the CEA are 
attracted by fast breeder reac- 
tors, said to be able to extract 
60 times more power from a 
given weight of uranium flu*n 
tbe present generation of 
nuclear plant. 

However, EdF’s attempts to 
get a fast breeder to work have 
been fraught with difficulties. 

It has built the world’s first 
industrial scale fast breeder, 
known as Super-Phenix, at 
Creys-MalviUe. south-east 
France, in a Joint venture with 
West Germany and Italy. How- 
ever. It is running over budget 
and has yet to produce power 
at a consistent and economic 
rate. 

The Government has shown 
signs that its patience is run- 
ning thin, and EdF officials pri- 
vately fear that the Super-Phe- 
nix reactor could one day be. 


scrapped as an electoral ges- 
ture to France's small but 
growing environmental lobby. 

EdF reported a loss of 
FFr4bn last year, partly a 
result of a drought which 
meant its nuclear plant was 
short of cooling water. More 
importantly, the utility's con- 
tinuing losses reflect the Gov- 
ernment’s policy of bolding 
price rises well below the infla- 
tion rate. 

Electricity prices are set in 
renewable four-year operating 
agreements with the Gover- 
ment 

The most recent agreement, 
which - runs to the end of 1992, 
obliges EdF to hold prices at 
1.5 percentage points below the 
inflation rate, as well as bind- 
ing it to reduce its FFr232bn 
debts by FFr205 n. 

In the event, the Govern- 
ment has squeezed EdF even 
harder than that 

Last year’s average price 
increases came out at 0£ per 
cent less than half the 13 per 
cent laid down in the original 
budget which was itself based 
on an inflation forecast below 
the actual rate. 

This has caused Mr Pierre 
Delaporte, EdF's chairman, to 
remark more than once that. 
EdF’s state shareholder 
appears to think it “indecent" 
for public service companies to 
make profits. 


William Dawkins 


SWEDEN 

Safest in the world, 
but heading for 
closedown — at a 
cost 


SWEDEN is reputed to have 
the safest nuclear industry in 
the world, but it is committed 
to being the first country to 
dismantle its nuclear reactors. 

However, this autumn the 
Swedish parliament is due to 
reappraise its non-nuclear 
strategy and enormous pres- 
sure Is building in favour of 
its abandonment The manu- 
facturing companies and blue- 
collar unions, In particular, 
fear lost markets and massive 
Job cots if the first two of Swe- 
den’s 12 reactors are shut in 
1995-1996 as planned, Closure 
of the rest is expected by 2010. 

But it remains unclear 
whether any compromise will 
be possible which can recon- 
cile tiie aspirations of the pow- 
erful anti-nuclear movement 
and demand fr o m both Swed- 
ish industry and the public for 
the relatively cheap energy 
which nuclear power provides. 

Over the past year an esti- 
mated 20 independent reports 
have been published on vari- 


ous aspects of the question 
which now dominates public 
debate. Most of the evidence 
available suggests that aban- 
doning its nuclear industry 
would be costly to Sweden and 
would have a grave impact on 
the country's international 
competitiveness. 

The trouhie is that nuclear 
power has become crucial for 
the country’s energy needs 
since its inception in the rally 
1970s. Just under half Swe- 
den's electricity is now gener- 
ated from its nuclear plants 
with most of the rest derived 
from hydropower. No obvious 
alternative energy sources are 


has aroused high emotions in 
a country renowned for its 
clinical rationalism in prob- 
lem-solving. The question 
played an important part to 
the 1976 general election and 
the defeat of the Social Demo- 
crats, when the leader of the 
Centre party, Mr Thorbjorn 
Faildin, campaigned success- 
fully on an anti-nuclear plat- 
form. 


The Three Mile Island disas- 
ter to the US in 1979 ami, 
above afl, the Chernobyl disas- 
ter in tbe Ukraine in 1986 
which led to nuclear fall-out 
reaching Sweden's northern 
coastline, both helped to 
strengthen the anti-nuclear 
ore es, convincing the politi- 
cians to abandon tbe nuclear 
energy option. 

Continued on Page 5 


No obvious 
alternative sources 
are available 


available to replace nuclear at 
a comparable price and in suf- 
ficient supply. 

Investment in wind and 
solar power as well as the use 
of biomass technology has so 
far failed to advance. OB and 
natural gas remain expensive 
substitutes which would have 
to be imported and would 
undermine Sweden’s stringent 
environmental pollution laws 
by increasing atmospheric 
emissions. 

The nuclear energy issue 
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w?S««^ est . German nuclear 
J?52JJi y * s encountering 

tun . es ' a Period of 

nervous excitement, mixed 
with foreboding. 

thai L four yeare after 
the Chernobyl disaster, the 
psychological fall-out has not 
dissipated. Public support for a 
long-term withdrawal from 
nuclear energy (Ausstieg) has 
: remained consistently strong 
smce 1986, with over one-third 
of West Germans saying in 
opinion polls that they favour 
such a move. 

The political and regulatory 
climate in which the West Ger- 
man nuclear industry operates 
thus remains one of the tough- 
est in Europe. Although clam- 
our for an immediate nuclear 
Ausstieg (never supported by 
more than about 10 or 12 per 
cent of the population) has 
waned slightly over the past 
four years, the industry Ha*; 
had to live with a series of 
damaging setbacks. 

The Wackersdorf commercial 
reprocessing project, which 
always looked like a costly 
white elephant, has been aban- 
doned, and the Kalkar fast 
breeder on the Lower Rhine is 
enduring an agonisingly slow 
death. 

A scandal over nuclear 
waste transport has led to a 
thorugh shake-up of that sec- 
tor, the export market remains 
as difficult as ever, and in spite 
of the buoyant economy, and 
the fillip to growth expected 
from German unification, 
hopes of further orders for Ger- 
man nuclear plants up to the 
end of the century have died. 

German unification did 
deliver the German nuclear 
industry a further commercial 
springboard into Eastern 
Europe: Kraftwerk Union, the 
nuclear manufacturer which 
has now been fully subsumed 
into Siemens as the giant elec- 
trical group’s power generation 
division, has been at work for 
several years on building mod- 
ernisation and maintenance 
orders for the Soviet Union. 

The most immedia te conse- 
quence of unification, however, 
has been negative. Mr Klaus 
Topfer, the Environment Min- 
ister, said earlier this month 
that the existing nuclear reac- 
tors in East Germany are 
likely to be permanently shut 
down, while those stm under 
construction will probably be 
abandoned. 


Continued from Page 4 
A 1980 national referendum 
result indicated nearly 60 per 
cent of Swedes favoured the 
eventual closure of their 
nuclear industry. 

But now the mood has 
changed significantly as fears 
have evaporated. A public 
opinion poll in Sweden carried 
out by tie authoritative SDFO 
organisation last month found 
that as many as 58 per cent erf 
people questioned favoured 
the continued use of nuclear 
power after the planned clo- 
sure date of 2010. Just over a 
quarter supported the present 
government tine of a phased 
rundown of the industry by 
that date. 

The nuclear industry lobby 
has not been slo w to empha- 
sise its positive contribution to 
Sweden's energy needs. The 
International Energy Agency 
quinta ins that the country has 
some or the safest reactors in 
the world. In the aftermath of 
Chernobyl the Swedish gov- 
ernment ordered an inquiry 


This follows a series of reve- 
lations about poor safety and 
harrowing news about the 
risks of a “German Chernobyl” 
at the reactor complex at Grelf- 
swald on the north German 
coast. Assurances that the 


WEST GERMANY 
Long-term 
opportunities offset 
by short-term 
difficulties 


safety standards built into 
West Germany's light water 
reactors are hugely superior to 
those in East Germany have 
failed to reassure the public. 

Three Soviet-designed light 
wat er reac tors at Greifswald - 
the WWER 440 type - have 
already been closed this year, 
with one more scheduled to 
shut down. Another four 
slightly modernised reactors at 
Greifswald, under construction 
for io years, are unlikely to 
ever go on-stream. Plans for 
two larger WWER 1000 reactors 
at Stendal near Magdeburg 
seem almost certain to be 
dropped. 

Mr Klaus Barth elt, the vet- 
eran former chairman of KWU, 
who stepped down last year, 
has kept up his call for further 
extension of nuclear energy to 
meet growing world demand. 
In 1961, when the first German 
nuclear power station went 
into operation, the world’s pop- 
ulation was 3bn, Mr Barthelt 
said earlier this year; it has 
now virtually doubled, and is 
on the way towards I2bn. Mr 
Barthelt has been propagating 
the somewhat minimalist inn* 
for several years now that the 
world’s nuclear industry still 
has a future - even if Ger- 
many’s has not 

Such refrains from nuclear 
industrialists have be come 
increasingly desperate. KWU 
has been shedding its work- 
force because of diminishing 
business, and the share of 
nuclear contracts on its order 
book has dropped to less than 
h alt 

KWU has pooled its expertise 
in selling pressurised water 
reactors abroad with Frama- 
tome, the French nuclear 
power company, with the new 
joint venture Nuclear Power 


Into conditions in Sweden’s 
reactors, built between 1972 
and 1985: It concluded there 
were no technical risks of a 
similar accident. 

Indeed, the country's reac- 
tors are superior in design, 
strictly supervised and run by 
highly competent personnel. 
Sweden has no recorded 
instance of an accidental 

The mood has 
changed 
significantly 

release of radioactivity into 
the atmosphere. This suggests 
that the Swedish industry is 
the least dangerous in the 
world. 

The real threat ties in what 
might happen in the existing 
unclear reactors that lie across 
the Baltic sea in eastern Ger- 
many and the Soviet Union. 
Some experts believe that the 
Swedish nnclear industry 
could provide the expertise for 


Can we seriously 
meet our energy 
demands without 
nudear power? 
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International which started at 
the end erf 1989. 

Franco-German co-operation 
in PWRs has been an aim of 
the nuclear industry for 20 
years. But the eventual link-up 
was a sign of the pronounced 
weakness of export markets 
rather than strength. The 
nuclear industry believes that 
the share of nuclear electricity 
in German generating capacity 
has reached a plateau. 

In West Germany, the per- 
centage of the overall public 
electricity production has 
reached 40 per cent, but the 
figure for the whole of Ger- 
many will be lower, because of 
the importance of fossil fuel 
generation in East Germany. 

The prospect of a sharp 
reduction in lignite-fired gener- 
ation in East Germany for 
environmental reasons is caus- 
ing no great enthusiasm in the 
nuclear industry. Orders cer- 
tainly beckon for the makers of 
conven tiona l power stations 
(where KWU of course also has 
a strong position). The prospec- 
tive East German energy gap is 
likely to be met by a mixture 
of electricity sales from the the 
West German regions and by a 
more modern coal- and gas- 
fired plant 

The signal for a far-reaching 
extension eastwards of the 
activities of West Germany’s 
chief utilities was given in 
August with the clinching of a 
deal for RWE. PreussenElektra 
and Bayernwerk to take over 
East Germany's electricity 
industzy. The three companies 
are to invest initially DMIAbn 
in modernising and cleaning 
up East Germany’s electricity 
sector. 

As a compromise with the 
German Cartel Office, the 
three companies will share 
ownership of an electricity 
holding company with smaller 
German utilities, along with 
the French state-owned Electri- 
city de France. 

The prospect in the next 
decade of a second economic 
Tnirnrlp east of the Elbe makes 
the East German areas 
extremely attractive to the 
entire European energy indus- 
try - including EdF. Yet the 
last few months show that in 
both East and West Germany 
the opportunities for the 
nuclear sector remain small in 
relation to future challenges. 

David Marsh 


a radical overhaul of those 
reactors which could endanger 
the environment of much of 
northern Europe. 

What worries many on both 
sides Is that the sacrifice of 
the country’s cost effective, 
efficient and safe nnclear 
plants will make not a scrap of 
difference to international 
opinion, particularly among 
the European economies like 
France, Germany and Britain 
- Sweden’s main trade rivals. 

Moreover, the experts now 
agree that the closure deadline 
of 2010 is unrealistic. When 
first proposed it was based on 
the assumption that the lifes- 
pan of Sweden’s nnclear plants 
would be around 20 years. 
Now it appears that most will 
be able to generate energy for 
at least 40 years. This means 
the shutdown programme 
would replace nuclear plants 
operating at foil capacity, not 
obsolete ones reaching the end 
of their production. 

Robert Taylor 


THE explosion of the Soviet 
reactor at Chernobyl in April 
1986 convinced Western 
nuclear industry leaders that a 
central ingredient was missing 
from nuclear regulation. 

The circumstances which led 
to this disaster made it plain 
that every operator of a com- 
mercial nudear plant was at 
the mercy erf the weakest, most 
careless among them; and 
another serious accident could 
tom public opinion irrevocably 
against nuclear power. 

Nuclear operators needed a 
club with a charter requiring 
each member to strive con- 
stantly for the highest stan- 
dards of practice and training. 
Any i de a that such standards 
could be imposed had been 
destroyed by Chernobyl. 

The US operators had 
formed such a club after the 
accident at the Three Mile 
Island reactor in 1979. The 
Institute of Nuclear Power 
Operations (Inpo) in Atlanta, 
Georgia, to which every com- 
mercial US nuclear operator 
belongs, has enormously 
improved US nuclear safety 
and performance over the past 
ten years. Since Chernobyl, US 
and French industry leaders, 
with more t han 160 co mm er cial 
reactors between them, con- 
cluded that Inpo’s principles 
must be extended to every 
nuclear operator in the world, 
now it bad been made clear 
that a nuclear accident 
respected no national bound- 
aries and that immense invest- 
ment was at risk. 

The outcome is the World 
Association of Nuclear Opera- 
tors (Wano), inaugurated in 
Moscow in May 1989. Only two 
nuclear operators failed to 
attend this gathering — China 
and Romania. Neither has com- 
mercial reactors operating at 
present, and both are expected 
to sign up before they do. 

Chair man and chief protago- 
nist for Wano is Lord Marshall, 
until recently chairman of the 
Central Electricity Generating 
Board, who has effectively 
made it a full-time task since 
he was deposed as leader of the 


The overwhelming 
achievement has 
been the rapport 
with the USSR 


UK nuclear industry last 
autumn. He undertook from 
the start the delicate diplo- 
macy of persuading govern- 
ments - particularly that of 
the USSR - to sacrifice some 
nuclear Independence in order 
to make Wano work. 

It was Lord Marshall’s idea 
to avoid the considerable man- 
agement risks of a single head- 
quarters by dividing the club 
between four regional centres, 
each self-governing, to which 
its corps of members owe alle- 
giance. Atlanta, with the expe- 
rience of Inpo, was the obvious 
choice for North America. 
Moscow was obvious for the 
Eastern bloc. The others are 
Tokyo for the Far East and 
Paris covering western Europe, 
South Africa and South Amer- 
ica. A small co-ordinating 
office has opened in London. 

The overwhelming achieve- 
ment of Wano has been the 
rapport established with the 
USSR, says Lord Marshall. 
Moscow’s hosting of the inau- 
guration was psychologically 
important in avoiding tempta- 
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David Fishiock reports on a concerted effort to improve safety 

The Chernobyl club: strong 
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tion by other members to 
attack the Soviets over Cherno- 
byl. He says the Moscow centre 
is well staffed with a Russian 
In charge and a Czech as dep- 
uty. Wano has provided the 
computers which link it with 
other centres. But communica- 
tion is mainly by telex to avoid 
the idiosy ncrasies of the Soviet 
telephone system. 

Wano’s rules require every 
I ncident to be reported, in the 
confidence that it will not be 
publicised. “And it’s working," 
Lord Marshall says. “Reports 
of incidents land on my desk 
every day.” Wano has its own 
definition of an incident as an 
event which has had - or 
might have had - significance 


for reactor safety. “Every time 
we get an event reported we 
know it's worth looking at The 
157 which had reached London 
by August included manage- 
ment errors, malfunctions, 
misinterpretations of signals. 
Most came from Atlanta or 
Paris but Moscow reported sev- 
eral incidents." 

To sustain enthusiasm for 
reporting incidents. Lord Mar- 
shall has set Wano an ambi- 
tious target of international 
visits by nuclear operators to 
other countries, in quest of a 
common culture of nnclear 
safety. Before Chernobyl a 
Soviet station manager or chief 
engineer would never expect to 
visit a western nuclear plant 


His programme calls for the 
senior staff of every Eastern 
bloc nuclear station to make at 
least one visit to another 
region, and to host at least one 


Lord Marshall does 
not want anyone 
who is not directly 
responsible 


visit, before Wano’s second 
birthday next ApriL Typically, 
there would be four or five visi- 
tors, including senior members 
of control room shift teams, 
and visits last for up to two 


weeks. Anyone can put on an 
act for a day, he says, but in 
ten days the two parties are 
bound to talk about their real 
worries. Lord Marshall does 
not want administrators, 
bureaucrats, or anyone who is 
not directly responsible for 
nuclear operations Involved. 

Since the first visit just a 
year ago, when a US team 
went to the Zaporozhye and 
Leningrad stations in the 
USSR, 41 such visits have been 
made, of a programme for 50 
by the end of the year. One 
result is plans for a still more 
detailed kind of exchange, last- 
ing three months, planned pri- 
vately between Zaporozhye and 
Duke Power in the US. 
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Our Technology Division is Nuclear Electric’s 
centre of technical and scientific expertise. 

It is here that we have at our finger-tips the 
accumulation of over 25,000 man years of 
scientific knowledge. And due to die evolving 
requirements for safety, output and plant life, 
our specialist facilities are in a state of 
continual enhancement. 

Nuclear Electric maintains teams of highly 
proficient technologists, front-runners in then- 
field, working together to resolve complex 
engineering problems. Often these require a 
radical approach, the integration of plant 
knowledge and several technical disciplines. 

What else happens within the Technology 
Division? Devising novel instruments. 


processes and procedures are major activities 
afl of which can benefit other companies and 
industries. 

Looking to the future, we will continue to be 
a vital participant in international 
collaborative programmes aimed at promoting 
safety, technology and the public acceptability 
of nuclear power. 
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350 GW UBI 532% 32% 32% 
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3012 Gerxira A 520% 20% »% 

lOTDGTiWEOp 520% 70% 20% - % 
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2050 QM XnleM 313% 19 « - % 
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1139 H Bayllln ! 55% 5% - % 

1331 H Bay Co 517% 17 77 - % 
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BSD Name A 95% 5% 5% 

I is* Noranea F 19 8% 8%- % 

94178 Norwwa S17 16% 16% - % 

40955 Heron 527% 27% 27%- % 
56432 Moron A I 526% 26% 25% - % 

13560 NC Oka $18% 10% 18%+ % 

2784* Nor Tel 130% 25% 2S%- % 

5* Mormgal 495 495 496+ 15 

110617 Neva I 57% 7% 7%- % 

2*0 Ken* W 915% 13% 15% - % 
33600 Numac S7% 7% 7%- % 

12730 Ocatoi B I 69% 9 9% + % 

22* Otn ana Hyd 379 370 370 

12273 Onax f 59% 8% 5%- % 

71226 Caftan A I 528 27% 27%-% 

8941 P1VA Cerp 59 9% 6%-% 

137350 Pflwtn A I 56% 5% 6% 

2* Farms 11* 11* U* 

5*42 PanCan P 530% 30 30 - % 
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63* PraMge 99 8% 8%- % 


63* PruMgO 99 8% S%- % 
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300 Quabcer A 511 H 11 - % 
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13*182 Ranteaeca 516 15% «%“ % 
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ANY QUESTIONS 


WHO IS THE LARGEST 
PRODUCER OF A 

TOOTHPASTE IN A 

GERMANY? Bk 

WHAT IS THE W& 

CAPITAL OF 
ECUADOR? 

WHICH ADVERTISING 
AGENCY WORKS ON 
THE HEINZ BAKED 
BEANS ACCOUNT? 

WHICH COUNTRIES 
BELONG TO THE EMS? 

WHO IS THE FINANCE 
MINISTER OF JAPAN? 

WHAT WAS IBM'S 
TURNOVER IN 1988? 

Everyday you have an array of 
questions which need answers. 

How do you research them all? 

FT PROFILE is on online database 
that mokes h easy. You can trade 
dawn the answers in seconds from 
newspapers, newswires and a 
range of leading publications. 

To fbd out more, simply telephone 
FT PROFILE on 0932 76U44 

or complete and return this coupon. 

FT PROFILE i* put oi ihc Fmuidrt Ttmei Group 




I 



P '*' 1 'O DOMINATES THE 
VSTFOOD MARKET 
IN FRANCE? 

WHAT HAS 
GORBACHEV 
SAID ABOUT 
LITHUANIA? 

WHO DESIGNED 
THE LLOYD'S 
BUILDING? 

WHAT ARE THE 
LATEST DEVELOPMENTS 
ON AIDS TESTING? 

ARE THERE ANY 
PLANNED EEC 
DIRECTIVES WHICH WILL 
AFFECT MY BUSINESS? 


Company. 


T el ep hon e .. — — - 

My Organisrtwn'* Business r» 


No- of e mp byn c s: □ under 50 Dm-ioo Q 


FTHtOfflf 
90 Box 12 

Su °l> w f«-1W 

•W^wwTWHTUO 
100- 1U 0932761444 
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• For Currant Unit Trust Prices on any telephone ring dlrect-0836 4 + five *???? 
(listed below). Calls charged at 38p per minute peak and 25p off peaK. me vai 
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UNIT TRUSTS 


KS. oSS ft£ pfi onx% ISL 


££%£*£ XtS r & c l& SSL 


Brawn Sriplo&CoUd— CmrtdL 
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JSfepS StS’&'SE 


79 
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* 
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■■feSST 11 ^ a ° 41rn »«»i QMS 71 7973 
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D I86 0* 197 Z6j4 ; 


102.41 




152.4 1524 

“*2-6 102|> 104 7u u 

S °S 5 ££5-X 144 4Sj>4lOm 
.97 45 97 

07 BO 07 BO TO 1 ” 

~ to 85.10*91 01 
5203 5050 
S3. 25 S3 ^5 84 03| 


79.44 79.‘ 


85.44 
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gsaittr..-.# 
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Moivuud . 

UXCiMltta . . „ 

uKciowicoin oi 

USEmaqiagCot 0 1 
P™»* ft Growth . .0 

Ethical h 

iwrm.it tons! o 
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CtotolG-uiis«e..oL „„ 

»trrat Hounuenient Ltd (12001H 

(^00833580 


65 “ asP Sh!Bi 



40207 


BueJonaster Mpnnm t Co Ltd CL2003H 
UKflcttOtaStew lto«feWEC3A7JJ 071-247.4542 

■ SS1J7 17 47 J7 50X0 4.90 

4931 4931 5248 4.90 
4935 5033 5335 4.10 
52,63 53.40 56 88 4 lb 
2J2S 2128 240 8 4.76 
4053 405 3 429 O 4 70 
U3 J 133.2 241 2 5 35 
2703 2703 280 7 335 
8200 87 00 87 02 ) 

|1« UA 2 12JL1 »J 
B55l 8531 90.04 Ll 
95 81 9381 101 0 2 
4288 42 88 44 J8[4, 

45 55 45 57 47 10k. 

39 40 4013 «iX*b. 


Mean Unite! 54. 

F«nt*nWoTn9 ..sy 
UccmUottov.. 5i« 

Cmratlac II. 

Units] ...5L 

5 1 * 

U l man Unhsl 54. 

■wumaticaud 9 ... . 54. 
Mom UtiKi/9 . 54a 

Smaller Cote 54. 

tAccuteUalul . 54. 

UwPwtfoltoU 3 

(Accam Untult. .,3. 
WOTtooweriat* . 3 1 
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HUU 


Carafe! 1 1 (Mt Trrert Mm*? Ltd U0003F 
PO Boa 136. B*t*ra6am. KolM34XJL 081-0889011 

U* Easily Uc h 41 37 42 25* 44.55] TbkOW 

46.94 47.904 51- (XI ~ 

3 3M 33.95 57.40, 

S&J7 5037 99.97 
2035 2035 2217 
2230 2218 MOO 
3338 35 07*37.95 
4130 41 724UJI, 

30.97 3735 39*2 
41 40 4177 44.44 


UKEqakvAcc * 
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113 " 


«Eg 
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127.47 77Xfed 29 50b 
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UK Smaller Co* ...54* ffll .40 81.90 6724 
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Free** 34 
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jm »n 
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* 561 47 39 4734 50X1)1X5 
w.-Sk 17 64 17X04 1873 EiO 
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Mercery Food Haugen Ltd aOOOIH 
33 Kira WOUea S*. EC4R94S 


Gram Hater. Wafcloa 1 

AjtvtIcui 0 

Cmadlia Cmo . 


Gj 21 » 
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1501 1595*10.92 JU! MBS 
1443 144 X* 153.4 0 00 4001 


308b 308b 33 0510 oakUM 
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FINANCIAL TIMES MONDAY SEPTEMBER 24 1990 

CURRENCIES, MONEY AND CAPITAL 

MONEY MARKETS 

1% >r • POUND SPOT ■ FORWARD AGAINST THE POUND 
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MARKETS 


MONEY MARKET FUNDS 


LONDON RECENT ISSUES 


^ ^ the currency 

mark^s which has received Ht- 
ae a ttention recently is the 
extraordinary volatility of th«. 
KaUan Hra. While the Sol£? 
Jpped close to an all-time low 
the lira fell last week to the’ 

^ Ear <>Pean Mone- 
tary System grid, before later 
rebounding as market rates 
armed. 

Behind this unusual move- 
ment has been an attempt by 
the Bank of Italy to offset the 
impact of higher oil prices by 
injecting liquidity into the 
money markets. At one stage 

OK cfeariog bank base lead lag rata 
15 per cent 
from October 5, 1989 

during the begining of this 
month , da ily bank reserves 
were estimated to have more 
than doubted to LlO.QOObn. 

The increase in liquidity 
resulted in a collapse in 
short-term rates which, in 
turn, naturally has forced the 
lira to fall faster. The weakness 
in the lira took many analysts 
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by surprise "We expected the 
lira to fall, but over a six 
months period, not just one," 
said Dr Mario Noera of 
Euromobilalre in Milan. 

After the initial surge in oil 
prices, yields on Italian bonds 
rose by 120 basis points. This 
threatened the Bank of Italy's 
ability to sell the massive 
amount of paper to the market 
needed to finance Italy’s huge 
public sector deficit. 

The response of the Rnnft 
has been to boost liquidity, 
thus depressing yields and 
allowing the debt to be taken 
up. 

But the impact of this 
strategy has been to weaken 
the lira, and at least twice last 
week the Bank of Italy was 
forced to intervene in the 
currency markets. 

A period of relative lira 
strength is expected ahead of 
the next debt auction at the 
end of September. 

However, if short-term rates 
weaken at the time of the 
auction the lira could be 
depressed and the Bank of 
Italy forced to raise official 
rates. 
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108 10 —20.4 85.23 9T-B2 87.02 BS.42 -28^ 3.28 108.43 86.01 

Rnland IS®)™ ™ _ 17 8 103 07 mm 10 5. 21 10 656 -25.0 3.85 128.41 101.86 

1MJ1 -1Z5 87.01 93.74 88J3 88.83 -18.4 2.52 111.11 88.14 

S^k>^^S> 192) llsSl +2-1 98-03 103.44 98.04 119.11 +1.5 5.48 122.02 9&80 

142,08 -21.7 114.14 12Z96 116^3 117.98 - 28.6 4.44 143^1 113.84 

oTm -16.9 65.73 70.80 87.10 71.88 - 22.9 3.32 83^2 68.01 

122 B7 - 37.8 98.71 106J3 100.78 106 J3 -40.7 a 79 122.S7 9753 

-11£ 162.74 17559 166.13 2ia80 -11.4 2.89 207.16 16453 

toWgS) gg-2 +55.0 40555 436.53 413.72 1611.87 +68.4 0.32 509^6 40452 

Uexfco - ^2? _7B 106.61 114.84 108B4 107.72 -145 5^ 132.91 105.44 

Ntotherland (42}---— ^2o g 46.02 49.57 4858 48.57 -23.1 752 $9.17 46.94 

Nevr Zealand (17) — « « 208.59 224.69 212.95 214.71 +20.0 1.48 284.61 209.90 

Norway (23^.. SSSJ 126.81' 136 l69 129/45 128.64 -17.1 355 160.M 12753 

Singapore - JS’K -ig.7 131-59 141.75 134.34 13851 -B.9 4.18 164.7B 130.71 

South Africa (60) 10 a20 116.56 110.46 10055 - 25.8 5.47 135.65 107^0 

Spain (42).... ISf-S -5 5 lS^7B 157412 14851 155.25 -11 A 2-59 188.77 148.15 

Sweden (3^—-- _S3 7lis 77.08 73.05 72.97 -18.9 2.91 89.46 70.97 

SWitaarlandjeS).^...-— 11ft5 2 12 a.73 122.00 119.52 -ia.1 5.M 15057 11950 

Unit^KinflCiom (301J M*" -,\2J3 100.84 108.62 102.95 1g.52 -12.3 3.92 125.63 99.66 

USA {Sa*).. . . -.- . - - T Q 2.80 1 1 0 T 3 ~~ 104.95 103.77 -iTl ■* ■*? 1^.50 102.73 

Europe (9711. — HISS Jq i 150.37 161.99 153.51 150.31 -7.7 2.02 192.36 152.59 

Nordfc - 25T25 -350 gs.96 106.61 101.03 106.74 -39.0 121 123.00 97.64 

Pacific Basin IBS81... IQO 79 108.56 10Z89 10621 -32.1 2.57 128.W 99.98 

Euro-Pacific (IffiSf *jg;97 108.78 103.10 124.41 -12.4 3.91 lffi.82 99. BT 

North America 1653) 12*«» ^q4 99.16 93.96 9455 -19-9 3.54 116.11 92.11 

Europe EX- OK {670J^.-.- ,^39 109.33 103.51 108.56 -9^ £00 tffl-49 101 g 

Pacmc Ex, Japan (204).— 12B-W ” 10138 109,22 10351 106.99 - 31J2 2-63 126.78 100J57 

vm '2JJ 8S 1M.60 11LN -26.2 2.75 12.96 9754 

Wortd Ex. UK (20541..;..- j00 ?o 107,95 100.30 112-67 -25.5 3.07 1M.14 99.27 

WorW Ex. So. Af. Pgg>- JIJ-S -??i ia&2% 1iai7 104.42 11656 -14-8 422 12658 101.60 

W«>rtd Ex. Japan 1» ^^ ^5^50 11Z* -25.4 3.07 12S58 99.46 

The World Index (23W)-. — — J_z « ,nci - M7 n ir s fnttetri. 90.791 (Pound Starflnal 1 


3.75 130.19 103-27 
1.49 251.54 199.54 
3.28 108.43 86.01 

3.85 128.41 101.88 
2.52 111.1 1 8814 

5.46 122.02 98.80 
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JB.II -M-aM 

1.48 264.61 209.90 
3J2S 160.39 12723 
4.18 164.78 130.71 
5.47 135.65 107.80 
2.59 188.77 14815 
891 89.46 70.97 

882 1SL27 11950 


Local 

Yen DM Currency 
Index Index Index 

12174 _ 1 15.68 113.1 6 
17020 162.30 182.11 
114.14 108.47 105.64 
11227 106.S7 108.79 

217.52 206.69 204.50 

93.77 89.10 85.07 

111.03 105.50 10850 
96.09 91 29 91.29 

105.52 100.27 121.55 

124.10 117.92 119.02 
71.96 6837 73.18 

f 05.99 100.73 10899 
179.13 170.22 215.30 

140.64 41871 1618.79 

114.93 109.22 10758 

51.17 4862 50.07 

228.82 217.43 21873 
138.70 131.79 130.50 
142.49 13840 138.53 
117.30 111.46 101.53 
161.51 1S3.47 15958 
77.38 7352 7351 

129.93 12346 11950 

106.64 103.24 12863 


DOLLAR INDEX 

Year 

1S80 1990 ago 

High Low (approx) 


” \r q 56 =100- FintendT Pao 31. 1987 =» 115.037 (US S index). 90.791 (Pound Starting! 

SSs m 3*. 8 Co. and Counly NalWest Securities Umlted. 

(AusbaltaJ 


106.42 103.03 113.0S 162.05 124.97 150.66 
and 94.94 (Local); Nordic: Dec 30 1988 « 139.65 
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Bxsiratti 

1 day Intahaek 

T-nnxxh Me-buk 

Tmnuv BM Tadcr 

BWlBllb 

Baad2Bllte 

EUM3BWS. 

Band4Ntk - 

3 MIA Ttoura SID .... 
lMttLBttkBiKt- — 

SUUi. Bask Blits 

TOKYO 

OnrnxmfrBUIt 

Tteec month BQh 

BRUSSELS 

One month.. .. 

That month— - ... 

AMSTERDAM 

Ore month, 

Three month 


NEW YORK 

Pit me rain 

Federal Foods 

3 urn. Treason Bills - 
6 uta TOTwraWfo- 
JUSOlCO 

FRANKFURT 

Lombard 

Owmtb. Inurtaok 

Oncmonth 

PAMS 

iHunenthxiRste 

Doe sail. Meta*. 

Three maoth 

MILAN 

Oaenooth 

Throe nastt 

DUBLIN 

One mouth 

TKxee month 


OTMOTareeffm ls to 10 .55 m 

MBWQaQtoai'm- 14.0Q 10 to S. 

MBira&n 150.000*... 14i0 1 L 11 U 


Allied Tnssl Bank Ltd 

‘Ji'-Ml CuxxxiSs. Lndon. EC4N5AD ,071-«»69aZ 
S«“A ttlpoi ♦*.... Tfl«.« ILU U.40I - 

TDMNA^OOIM. . lisa U.ml 10.75) - 

HfCAtczodi**..,.... (i3<m tojwfas-inef - 

FnOllaA 11250.001*1-. Il4.95 U-b6ru>.4al - 

American Express Bank Ltd 
c/o American Enyes Ftnanctif Sendees Limited 
40 mMarUeu. MreenHtli 
WM Susa. »tl9 MW 0444 STOOBS 
W| Wm—OT OereeAr—mf 

Ll 0 CO-£* k *J9V 1 12.11, 9301 11B71 - 

S3.000-f4.991;... .. Il2_» 4.60 13JJI - 

tlO.DOO-U4.999 ll ZB1 10.00 1 133*1 - 

L25.QOO* 1 1336 10 60 1 14.46 1 - 

Bank af Ireland High Interest Cbesue An 

36 Queen St. ECAR 1BN . 075351WIA 

£TO»-£9.999 /Ll 782 lQ750lt« 9?l/ - 

U0.MM-* IL4.103 1LDOOU203I - 

Bask of Scotland 

38TVB*treedleSLEC2P2EH .071-6016746 

isaE?55*la ftfiiaf : 

Barclays Capital Advantage Aooont 
FO Box 120 WemeoolBs Pk. Comitra 0203 M4242 
fio. oao-tja. 999.171 m.oo ia.wli5.uf - 

£25.oaO-£49.999...., 14J5 U 20 1 1537 - 

£30.000* 1 1430 11.40 1 15371 - 


Barclays Prime Accaasst HXCJV- 

PO Box US, NcttlramMiM , 0604 

£L0OO-fi499 JUBO 9» 12.70 


1500 11.701 15*0) - 

15375 11.99(15.991 - 

Financial & General Bank trie 

WaSBTWoWT 

Gartmore Hooey Maflag en i m t Ltd 

asttttiHF 

Girobank p6c High interest Ctswsse Aec 

9 S |°l^t°““ 
1175 10.« OT - 

£50.000 1 12.75 1050(14 001 - 


Hnmborefyife Finance Group 

^^.* l ~fe^ w s e 7oi 

Lloyds Bank - Investment Accosmt 

71 LnshlrtSt LnOTEOFSBS , 071-3253643 

£25.000*. 11.71 ISAf - 

£10.000* ... 14 10 UJ 1521 - 

£5d«?* J139 10-5 140i - 

Below £5.000 17 7 5 5 l 7jl - 

M & GiKletenvort Reman 
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PO Box 2 Sheffield. 0742520655 

a llot CM 4o_ 12JB 930 1333 - 

.000*. liK 10.00 1384 - 

£50.000* 13.46 1050 1456 - 

nmfcrSatoaon'-. wio n.m uo7 - 
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£25.000* J 15.05 IL75 16.13 - 
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41 LoUhury. I OTtOA EpP 2 BP , 071-3743374 

£25.000 aad to*. ..lUJS 1080(1384) - 
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EL 000-12, 499 Iil.80 920 12-70| - 

E2500-E9 999 312.20 950 13031 - 

£10.000-124.999. ..112.B0 10 00 U84I - 

<25JX»* I mo 10251 1420 1 - 


thrarttanSS-BiJ per one far year* 9^-89 per crec ft* 
call fra US Mian antTitpzKse Yea; others, wo day? nolke. 


ABN Bair 

Adaa&Conituf. 

AlfiairrastBuk 

Allied Irish Sink 

• Bwytotetar 

Associates Can Crap 

• B&C Madam Bask... 

Brat of Bantfe 

Banco BjRao Vizcaya ... 

flank Crriftil Comm-. 

BaftoM^pfs 

Bari of Mart 

flank of India 

Bank of Scotland 

BangneBdgtUd 

BadqsBank 

8enckoark flank 

Brfl Bit of Mid East. 

f BmnS6k*y 

CLBartRederiand 

• OorttritoastBad ___ 

CtJtaikNA 

Cly Madams Bank — 

QtrifiiUeBuk 

Com-BLof LoedrePtc 
Co-Ofwalive 8aai 


- 15 CooUiiCo 15 

.. 15 CnniB Popular Bk 15 

- 25 (tartar Bank ft£ 15 

.. 15 DncanLavrie 15 
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- 15*2 Enter TnA lid... 15^ 
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. 15 •M»lFtaitaq«Co... IS 

. 15 RitetFwlPbn... 15(2 

. 15 Glratank 15 
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. 15 Heritalde&GailaBrt. 15 
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. 15 C.Kun&Co. 15 
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15 Moral Banking 15 
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• Members of British Merchant 
Braking & Securities Houses 
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Santo 85V Top Tw-£50,000 + 
lastot access U7%f Mortgage lose 
rate. § Demad deposit 9%. Mintgage 
152% • 15.95% 
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U0.001-E20.0ca... 113.75 10. 73 1 1489 - 
£20,000* 1 14J0 ll_3ll 13.731 - 

B&C Merchnrt Bonk PtC Portfolio Act 
W UMcgmbSbxet, Lagdgq 5W1X BLB 071^456616 
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2 1 15. M I - 
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851 Aadrm Store EjflnhirahElfZZFF 0315566235 COMPhaJ*. IIJJ7 10 A3 1 24.46/ - 

1iA* lUil 15J3T - United Dominions Trest Ltd 

OhrAiLiM FO to mtoerSt. Ratal «GI XB 0734560411 

Cater Altai Ltd apUMChra>Jlwal 

25 Blrahla Lane. London EC3V 9DJ .071-6232070 O,000*._„ _..Jl4.60 UJRl 15.421 - 

EtaoHis=ii» jfistear : ^ 

ChateriHMM Bank Umlted E&.OQoSa'jiiwt J.'.lRflTi ’loml il^| - 

Western rmt Htgk Ktemt Chespse Acc 

*2^00M4i),999™“ its 10 53 14 74 - The Mracerije. PtjTXOUUl PU 1SL 07V 224141 

™M99.999_ „ 13 75 10 73 15 02 - Mg-gf: 

SSo-sSWWC:. 1 " 6J0 5 m 692 - £I.OOO-£4,499 J14A0 10.921 15 If I - 

^fSraStrffSft- _ Wlnskleskw & Srestfi Wert FlsiOTce Co Ltd 

r§? W IV. ~ U4 HewmrteSi. LmSon EC1 7AE ,071-6069485 
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CHAPA Sari pm tsoirs-Qraie rate re Unaemnx* from campoauripS 

a S ^ fr HaOT«OThk 6 OTeW6 081-7414941 WASK 

gg gay g.._i^oo aAo] JIT,] - sszr* “ w im ,r ~ , ™ ,t “ 


E2,dOO-C9OT« J12J 9373 12.95 - 

tW0-C1.9*W._ 111.75 9.00112.411 - 

Provincial Bank PLC 

WBEiunur-utoi wr^" 

Royal Bank of Scotland ole Premium Act 
42StAMnvSq, EdlrearabEI<22YE. ,0X1-2285650 

£30,000* ... .11X98 10.90] 15J4T - 

K5. 000 -£49.999.. .113.79 10.751 14.921 - 
£10,000 -£2<999... .1334 10.WI 14.71 - 

C3o0-f9.9«9 1 1230 9.751 13. 99 1 - 

Save & Prosper /Robert Flenrin 

28 WeHtni H. Romford RJW3LB. .0706 766966 

H.f.BJL. 11X25 10 34 1 14321 - 

Sterling Bank & Trust Ud 

Tyotal & Co Ud 

29-33 Princess Victoria St, Bitoal . 0272744720 

DnaanOAcc... 13.75 10.731 14Jt9( - 

HUM .... 13.62 1062 14.7*1 - 

HIMA £100,000*.. .... 1 13.B7 10 82 15 02 - 

CHenPtusAo. II3J7 10 A3 1 24.461 - 

United Dominions Trart Ltd 

FO Box 135. 6669 St, ffeuflagi KGI 3E8 0734 560411 

ajSSo??. _®Jl4 , 60 11341 15.421 - 

J. Henry Schroder Wagg & Co Ud 

120 CkumMe. London EC2V 605 . 071-3826000 

Start Office. [13.625 10.625 14.88( - 

£10.000 and al»H.„.. i 13875 IQ.8Zl 15.161 - 
Weston Tnsrt High Mmst Ciiavse Act 
The Monejcwtit. Ptymomh Ptl 1SE , 0752224141 

M &sr : 

U.OOO-E4.999 J 14.00 10.921 15171 - 

Whnfafedon & Sontfi Wert Finance Ca Ltd 
114 HdmteSi. LnnSog EQ 7AE ,071-6069485 
8)06 lot &9nt Ace. -J>1430 1131) 1573 J - 
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Government Secs. 
Fixed Interest 
Ordinary 
Gold Mines 
FT -Act All Share 
FTSE 10 0 


Sep 

21 

Sep 

ao 

Sep 

19 

Sep 

18 

Sep 

17 

Sep 

14 

1930 

High 

LOW 

Since 1 
High 

78.5 8 

78.41 

78A5 

7829 

78.31 

78.27 

8 420 

74.13 

127.4 

86.62 

67.00 

87M1 

67.04 

87.10 

87.10 

9221 

83-80 

105.4 

1537.3 

1531.1 

1576.1 

1576-8 

1608.1 

1609.8 

1968.3 

1531.1 

2008.6 

188.1 

184.9 

182.7 

186.2 

188.6 

180.0 

378.5 

167.0 

734.7 

977.50 

076.33 

1000.73 

1001^0 

1015.99 

1017.95 

1226.83 

1013.26 

1238.57 

2025.5 

2076.0 

2065^ 

2064 JJ 

2094.3 

2033.8 

2463.7 

2016.9 

2463.7 
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BRITISH FUNDS 

ta.. iTMfl 



BRITISH FUNDS— Contd 


itm^i 

Index-Lir 

65fl| Tr. 2pc '9ZRW7.a> W 
40C Do. 2 '94(102.91... 

UNK Da. 2pe ’9U67.9).. 

90C Do 2 V pc ‘01(783). 

SOC Do . Z ^ pc 0X70. HJ 
13( Do. 2pc , 0W69.5)... 

95t Do. 2Vpc •D9f7B8) 

USt Do. 2 Lj pc ‘1104.6) 

14« Do. 2 lj pc ’13(89.2) 

LVOO Do. 2 4 pc ‘ 16(81. b) 

LAOC Do. 2ijpc '20(83.0) 

90» Do. 2 > 4 pc ‘34 HW. 7) 

lb) Figures In parentheses shon RPt base for Indexing, lie 8 
months prior to Issue) and have been adlinted to reflect rebaskng 
of RP1 to WO In January 1987. Conversion factor 3.945. RPI for 
January 1990; 219 15 and for August 1990; 128.1. 


INT. BANK AND O'SEAS 

91H( 0.7] 1.12 [4 Jan 4 Jun 
87 E O.7] 20.3 24|OT24Sep 
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82 ] 25.6 311*31 Jid 

10R 1 241 IlMarlSep 
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17.4 15U«15llra 1037 
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13 V K 2000-03 
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1^88M0 mmrI«i 9Vre 2005 


COMMONWEALTH & 
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-£rm 2 Vk M oo-feU..-] 2061 J - llApr 10ct| 

A Da A‘ipcB7-72AiM J 84V 1 10.7 l?Feb 7Augl 

LOANS 


Building Societies 

Public Board and lad. 

25lMeL IVlr. 3pc ’0 1 1 5ll J 1,8 IlA9arlSepb361 

FOREIGN BONDS & RAILS 



CANADIANS 


18.9 125 Apr 13 Oct 1 

11.9 IlSOalBJpr 


L25arreas. 
i521(Treas. 9pc 
l.OOOlTreas 8pc 2009 

9pc Ln 2011ft, 

5WWM2B- 

7 Vra 201Z-15tL 
L2pe 13--17 


0*er Fifteen Years 
..J 14£ 

0.7 17.4 
O.E 3.9 
0.7 15.6 
LC lLte 
0.6 20.0 
0/ 6.9 
0-t 20.8 
0.7 21.6 
L.5 6.8 
1J 19A 
0.7f 8.5 



Price iTcet V. Last Interest 
Stack £ change YU ad Paid 

•reek 7pc Ass. 54 (7.01 LU IMaylHom 

Do.6pc28Sth.As.. 50 I6B 12 lFehlAng 

DoApcMtetdAs 50— (41X3.4 lAprlOct 

(lbuTMAss— Bt -0.57 3.5 iMw 

totohsUpcTOU 116 VI 0.7llZ7SZ71HllNayrtto 


telttrasa 
h|Mar 2Hhj 
■Met 


26Sep26Ura 

13AraU0ct 
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jzotujuH 
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fiZJMliDecl 
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Undated 

cemetedpe...— 25-6 

War Loan 3V Peri 31 JD-0.3 25.4 lJun ID 

Corn. 3b®COT AfL... 56i)J-0.1 28.8 lAprlDct 

Treat. 3 dc '66 AfL 27 Jag 3.9 5Apr50a 

C«*wUa | aPe Mtart 3.9 UaApJiita 

Tress. Zfjpc. 22Aa 28.8 il%ir 10n 


f. T ’ 





te 
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Ick75t 
C Irani. 25c.. 
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29.6 ft My At Ho M37 
2LU JaApJyOt 1038 
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||is 
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LONDON SHARE SERVICE 


9 For Latest Share Prices on any telephone ring dlrect-083643 + tow- dlga code 
(listed below). Calls charged at 38p per minute peak and Z5p on peak, me VAT 


BANKS, HP & LEASING 


■ Stock 

I ABNAiflroFIS 

J6NZSAI 

I ttteT Nit krai 10a. a 

6 Allied Irish Old.. p 

0 Anglo Irish.... . v 
bfloaiaefm , lH.)lp....0 
SSscalieQeFrlffl}. . 
(Banco Bilbao Vii. 

t Bank Ifytend IrO .. B 
4 Bank Lcium 1 

7 Bant LetnnuU K l.J 

1 Bank Scotland . ft 
B Qo.4i«9ClndPf . «fi 
4 Bank of Wain . 
fiBatdaysiX... . d 
D Benchmark 3)0, ... y| 
7 BrnraShlplfyll . fh 
ICattfAlleoU. . f 

^Oiajicrqr V 

4 Commer.-tk DMlO 
; Dal fcfli Kflk V5C 

5 Deutsche B>DH50.... 
lEsDiriioSacto . . 

1 rtoaH«.fb> 10 d i 

SFNFCbJoeCv Pf y 
5 Fuji Bank Y50 

2 Genard 4 Natlod £ 
SjuiiMsi Mate IQp £ 
5 Bambro! 20? . . B 
j Dp 7 5cc C» Pf . y 
;HkAShjm.HK£L50 

JowikllLMiri . y 
King i, Stucon 20p , 
Klgmn BreuGn g 
hyowa Burt YbO . 
Dayds Cl . . . a 
u» SWL Bank i 

MrdljnOEl a 

HllsOKbiBak'fSa . 
JiieuM*Ta&br30 . 
iliialTsToncSeYSfl. 
Mitsui Tst£ BVY50.. 
Hal Ausl Bk ASL. 

NatWeslU n 

Ottoman Bank . . . 
FeaBr.i Group. .y 
Feral Bk. Scotland c 
Sal Lama Bank YSO 
Sanwj Bank YbO .. 

Schroden£J V 

Do.£lS/V v 

Sec. Pacific SID . . 
Standard Hand. El.c 
Sunnamo Bank V50 . 
ioBB*n fe&BTO- 

rse a 

TSBBmB CftelH'l t 
rokjl Bank V50 . 
Itjyo Tst&Bk YbO.. 

Jnhm DUnSU t 

Warburg (SG.) 0 

OoGncCmiPrf . .. y 

Westow SA1 

UVImnrst 20p y 

trj£MiTrtSlS.Y50 J 


Week % TU Last Uiidemk :itj- 
a tangeCr** xll Pi Id line 
-3,7 8.5 4 8 duo May 1$6? 
-4 7 1DJ 12,6 FrtJuly 1693 
-8.2 3.3 ti.B Asr Oct 5411 
-51 61293 Dec July 1354 
-3.E 8.4 30.4 J An July 1355 
-6 0 5J 12 J April 1624 
-3.9 3.4 9 5 May Mar 2202 
-164 5,7 9.12 Ore June 
-Z.6 B.8 293 inly Dei 13bO 

; - - 1740 

5.7 68 Mar Sep 1740 

-2.6 5.8 30 4 Novjul 1742 

U.9 30.4 May Not 1462 

■4 3 8.9 30.4 Nov Jun 1743 
-68 B.7 2Q3 Oct Mar 1754 
-83 9.1 9*1 MjytJH 1202 
-7.9 6.’ lie Jan Aug 1983 
-3 Jim 25.6 Jon. Aug 2081 
-16.9118925.6 Jan July 2102 
-45 3.7 27 5 May 1046 
-96 05 47 June 3221 
-4 E 2.2 173 May 2345 
4 1 2.5 - Jure 5187 , 
-5.6 10 J 9.7 Mar Aug 2571 
-33 9.5 25 6 July 2570 I 
-12 2 0.4 4.7 Dee June 1Q34 
-1.6 9 2 293 June Dee. ZoEb 
-3 j 2.6 14 5 Jul Feb MJ4 
-0.5 7.4 Z5 6 Jan Sep 3812 
-IUIOUO.9 Aw Oct 1388 
-4.2 7314.9 October 
-3 7 5.4< 6 8 Jan Sept 3QK0 
-8 : li2 14J Dec Jure 3088 
-113 8.0 208 May Oct 3102 
-14.5 0.8 29 b H*J*>5an 3049 
-8 4 7 5 6.8 On May 3171 
-6.1 7 0 256 Mar Aug MSI 
-13 6 11_B 6 8 MayOct 3380 

03 a 7 June Dt 52W 

-11.1 0 7 - Jute Dei 1775 
-16.0 0 6 - Set Mar 
-7.9 0 7 29 b aatUJ* 5388 
-53 8.0 2112 July Jan 3«56 
-7.1 94 6 B OctMay J4b3 
-20 6 8 1 16 5 Mar - 
-11 4 2.2 W.9 May in 3735 
-14.0 7 814.5 Mar Jut 3874 
-63 06296 Jet Ur Jib 52H6 
-7.2 03 1U2 Jure Dec 5108 
-8.0 2.6 26 3 On May 3939 
-11.4 3.9 263 Way Oct 3941 
32 9 5 26 7 FPMr 4416 5985 
-14.9153 205 May Oil WM 
-8.0 0.4 20.6 June M79 

-11 2 0.7 29.6 June Dec 4918 
-5.7 6 7 6 a Del Uar 4320 
-13 Sill 6 Feb Aug 4519 
-8 3 0.7 29.6 Jure 5359 

-4.9 0 5 296 Somalia 1393 
-3.5 83 23.7 Mar Sew «»3 
-9.8 6.8 11.6 July Dec 4425 
-5.4 7.S 10.0 Mar Sent 442b 
-7 2 13. 1 28J2 Jan July 4473 
-3.4 3.0 6.8 Sep Mar 1524 
-12.71 0 6129.6 Seat HvJmd547 


BUILDING, TIMBER, ROADS - 
Contd 


ELECTRICALS -Canid 


Uokrij 

Cb.i 3_ Stuck 
19 MTjy Hornet .. . .y 
638 HTaytor Woudrot?.. a 

95. fcpiltHuy Group 0 

3 fe-brorec Hire lOp.. y 
154.uTratraPerkfnslDp. v 
i2.3fTr>Grau0 . ...« 

1 b%Twkie50p 

lTOnurrlffCoirp p 

LBfiWrfan Pic; Sip 5py 
djjlyilnoplant 5p . . y 
3ft. ZjWiri Grate 5p -9 
30.SWaMHId9t. 10p.. 8 
79.4(VVa«iaWt { 

4.83kV,’(jcol Croup !Qp. , 
75.a,We5ifarY JOg . ... (i 
6 5W3eWl«fr5B.'l9j !0n 
b DOlWtegins Group 
168 ijufitan 5e*iJen !0p. | 
253 aWllwrtCofinellyl B 
491.SWlmceynSfo) , ..< 


Va MtH % mi last 
Cham Sr's ad I 

92 -73 5 6 26.3 
19i -4 0 6.3 304 
47t -14 5 9 1 30 4 

37 -7.5 8.6 23.7 
153 -5.b 7.1 14.5 

SI 14 j 9 4 

3t 12.0 30.4 

2J4 -157 9j 26 J 

12 ini: 

93 -9.8 5.2 20.8 
158 JJ1 b«304 

50 -3 3 60 20 8 
365 -10 10 14.5 

4b 13.0 9.4 

151 -4 4 7.529.5 
63 ... .10 6 9.7 
384 ... . I 31 7 

253c -56 4 0 10.9 
I42uf -3.1 i2 10.9 
I71<8 -D 61 B 2110 9 


DirUenA City- 
Paid Uar 
Uay f«r 4175 
July Oct 4177 
June Del. 1230 
Sep Mar 3237 
FebJul 4297 
May Oct 4265 
JumDcc 4325 
JanJiui 4329 
Jul Jan 1467 
Marikt *397 
JwNat M37 
Mar Dei. 4428 
Jul? Not. 4447 
Jan Jul 1399 7.482 

Jan July 4466 4773. 

Sept Mar rP73 39 . 

Feb Sept 4502 16: 

MayNcv 4516 87.: 

Oct. July 4518 
On Uar HS14 


CHEMICALS, PLASTICS 


'2.6 0 5 27.4 Nm Apr 
-2.4 3.4 4.7 Aug Feb 
-7.3 2.6 »45 June 
-0.3 5.2 25 6 Jan Aug 
-2b 1 1146 Apr Del 

-3.b 6.0 4.7 
-11 J 7.4 25 6 Feb dug 
-33 58Mb Jure 
-16 7 4 0 208 AprOn 
-8.' 6. a 9.4 PAay 
37.0 3.210.9 Oct Anr 
3 3llJ.eU.6 June Dec 

- 14 11 N or ember 

-13 2 6.6 363 Dec July 
-7.710 5 30 4 Dee July 
-27 75 44 May Nor 
-11 53 b 8 Mar On 
b3 3A 9 3 UrJa&Df 
33 5 3 25.6 July Jan 
-7 8 7.6 23.7 MarSeot 
-14.4 lb 4 25 6 Jan July 
-17 211.C 30 4 jauJuly 

f 19.6 Feta July 

-2.4 7 b 9 4 Jure Dec 
0.8 7.930 5 (IrJiSeOe 
-10.2 43 109 May No* 
-4.6 6 0 3b June 
0.6 B.E 6.8 October 
-13 2.9143 JiiflOet 
-3.C 5 c 263 July Nor 
-17 .8 3.9 20.8 Jan Oct 
10.2 3.C27.2 Mar Sept 
-10.1 3J109 Oct Apr 3 
-7.fi 0.4 23 7 July 



ENGINEERING -Contd 


; INDUSTRIALS (MisceD- Contd 

! Harks!) 


INDUSTRIALS (Misceh) - CotrtiL 


Hire Pure 



chase Leasing, etc. 

45c -10.0fl9.4 10.4 Jan July |llb2 

53 0 6 145 Nov June 5353 

13 -27.fi B.127J2 Jul Jan U641 
96 b -3.J 85 10.4 MayOct 0082 

3K2C 0 5 72 10.4 Not Apr U731 

lit 1.4 25.6 July Dec Kfll 

205 -4.7 5.6 30.4 JunNw 11472 

154 ij 0.7l 1.426.3 Uay SestU487 


'tVmUOr.yl 3. 
EniSettJafl 47 



BEERS, WINES & SPIRITS 


129 4 BtxU\ngwn 0 

90 2 BulmerlH P 15p ,.| 
30. t Barumrood Brtmy 0 
30 S Clark l Matthew).. . y 
64 5 Dmra-ai U A.'Sp... f 
7.16 Do 4 5pcOdidPf..v 
22.2 tEkW^.Pep e-m%s 
M.OJFullr.STA.%1..* 
5»L' >andl4rtWD.50p, i 
3b 1 0 GrwnaH WlHUey.. B| 
473 Do. 5.95pcC»Pl£l y 

140 1 Greene King 0 

6C6&2 Sulnneu. a 

555 0 Co Stipe Cm Prf...f 
166.1 DaSliPCCtljt... ,y 
226.8 ligWand OKU. 2Dp. f 
3 17rfKo’JimBK«ay50p .. 
157 5 MpmaDfeiOtanUBfi 
SnKbKirin Brewery 750 . 
296 0 Macalun-GienllreL.y 
54.6 Jxt.-JrfUaMl'Ko- , 
68 9 MamlieM Brorenr .y 
140 6 Manw Ttnmpion..fi 
29.9 fMerratoim Wlnt E 

46 C Norland 0 

l2iagScoit&NeB20p b 

= D73 CfSeagraml 

2*fl liVoui Dnio lOp. ( 

1 7+1 Wibiibread 'A ... o 
3 wKKGtsiitieBiWHySc i 
240 dwoiv & Dudley .fi 

12 Woonq Brew A 50p « 

13 Z DO. Non. V 50p 


-5.e 5.2 29 5! 
-03 2.4 6 8 
-0.6 3.9 29.5 
-2.2 5.1 94 
2.4 5.9 23.7 

3 6 9.7 

-3.4 5.2 20.8 
-73 4.fi 25.6 
-9 5 63 26.2 
-0.9 4 B 25.6 
.. , . 18 23 7 
'5 7 44 23.7 
-36 3.9 295 

-0.fi 3.C 9.4 
-LI 4.1 11.6 
-la 3 711.6 
-32 28 30.4 


Jul Feb 1550 

VrJnSeDf 1620 
Feb July 1772 
May No* 1862 
Sept Feb 3005 
Feb Aug 2022 
Apr. Do. 2153 
Feb July 2346 
Mar Sept 2347 
FttaJly 2435 
Aug Jan 2643 
Oct April 2759 
July Feb ZJbh 
June Dec 2765 
Aug. Feb 27fa9 
No* May 2791 


DRAPERY AND STORES 


-3.1 5.410 9 
-0.2 03 - 
..... 0 2 9.4 
2.2 1.2 LI .fa' 
-0 5 3 4 23 7. 
-2.3 3 2 9.7 ! 
-0.4 18 20.8 
-2.5 2.5 11 6 
-5.7 53 23 7 
2 5 2 2 2B.IL 
-43 52295 
-3.4 50 116 
-t fc 3 - 

-4 4 3 229.5 
-II 3 5 29.5 
-1 4 4295 


Jan July 2789. 
Jan June 289Q I 
3410 

Oct May ?W7 
June Dec 1114 
Not Apr 3254 
JanJIy 3257 
Jan Sep 3282 
Jan Aug 3301 
Jan Oct 3352 
July Jan ?4I9 
I Feb Sent 1944 
St DeW Jo 
I Feb July 4392 
Jan July 1488 
July Jan 3677 
Jan July (530 
Dec July (563 
Dec July WM 


BUILDING, TIMBER, ROADS 



*M Me 

Uar Oct SUE 
JanJoh I02S 
Ja.Mr lflb 

»«* Apr 4Q26 
J»nA»g W33 

Jotj.Dec. 4043 
JavJhrito «tr 
April «m 
JumJja. W» 


28B a 

6 U* -3.8 
« -5J 
85 -1-2 
3« -5.0 
158a -42 

VS 

292 -2.7 

22 b -6J 

“1 243 

1M -57 


111 S.‘ 4.' 

152 -9.C 0.1 

16 -!O t 

J1 29J 

82 6. 

89 - 5j 

74 9> 

U -7 .7 6- 
37 -9.8 Ul 

205 -6 « 6.1 
96 -5.C 11 
aa -5.7 10J 

111 
1 -10.C 7 i 
2U -3J ZJ 
13 >2 -15.b - 

697 -I.fi 3.3 
L42,', -2 t 32 

3? -132 - 

185 -4 3 ■ 

149 -3.2 4i 

79b -3.7 4.1 

47 -42 7J 

IS! -61 3.! 

£59 1.9 

13X -21.4 22 
22 -4 J - 

49 -7i 10.4 

406 -LC L4 

10 7J 

6fa -10.fi 1 

3? -3.2 1X1 

331 -13 2-5 

226 -5 0 a .8 

Hit -63 3.0 


OciJuk taffl i 

FdtArni hue 


Oct FA tab 
Km Jure 1144 

MayOct 2% 

Jane Nov 1152 

- *153 

Bov Uay <154 
Jan Oct 4155 
Jul Bor 11M 
OctMay M754 
MayOct 4333 
Oct Apr 4647 


256 Jam Aug 5104 
26 J May Dec «208 
20.8 Feb Oct 1236 
143 July Feb 1831 
94 Jte.taS(R 3116 

23.7 Apr Oil (244 
293 Dec. Jcnc «M5 
293 Jan Jut 1173 

17.7 Jan Aug <252 
30.4 June « 6 
143 rebJal 4287 
1X6 Dec Job 301 


7 9/4 Dec Uay 047 
3 35 May Dec 

- UT04 - <374 

- 43 1991 

6 143 Dec Jlr »M4 
110.9 Oct Jun 1545 
B 295 Jul Dec M22 
S 29.9 JaaJuljr 4432 
9 - April M37 
2 9.4 M ay Nm +08 
-1038 Dec Job 1744 
4123 »V 5054 

145 Feb. Jure <455 
23.7 Augmt . 4459 
37 Apr Sep 1463 
1143 JpIDec 2095 
30.4 June No* <483 
9 7 Jan. Aug. 1494 
12-2 April UIS 
111 b 

30.4 Jun NOT 4496 
6.B9 Mar Aug (499 
94 Jul N« (504 
205 No* Jul <505 
U.fa July Jan >325 
10.9 OctMay 1506 
203 September BOO 
1 X6 June Dec *500 
15.1 May 9509 

11.4 May 1814 
23 7 Oct Feb 4515 
25 6 Jul Jaa 1523 
265 April 4532 

9.4 Not. May 1541 
60 Seoumber <543 
203 A«r. Oct- ©47 


m 
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FINANCIAL TIMES MONDAY SEPTEMBER 24 1990 


4pm prices September 21 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


13 Morfh 
Mob LH Stock 


3 7% 13% AJ 
H TV ACM n 131 
11% 9% ACMln IX 

9V 6% ACM M nl.tn lb 
13. 


12% 10 ACUUU 1.50 
11% 9V ACM SC12R 
9% 7% ACMSp 131 


Zi% 14% AL Ub .» 


dirge 

PI Sto Cbn Pm. 

Dtx. VkLE ISMHob LOW OwetoGlMm 
— A— A — A — 

.48 IS 9 M3 14 dK% 13% + % 

13 128 B% 7% 7%- % 

13. 708 9% 9% 9% + V 

*81 7 8% 6% 

219 11% 11% 11% 

1500 Bh 9% 8%+ 1* 

1271 8 d7V 7% 


. 1% AM ton 

23% 7 AMbipf 3 
107% *1*3 AUR 
W% 23V ANR pc 213 
4% 2\ AHX 

T2\ <a ASA 3a 
45% 30% AULmb e*4 
14% 11% AMUA s SI 
11% 5% AcmeC .*0 

32V 18% Acwon 8 
18% 14% AddE* 206+ 
19% 10 Adobe 
20% 17% Adah (fl 1*4 
21% 2D AdobfrfjLAa 
11% *% AMD 

32% 22% AMD Jtf 3 


817 38 19% 19 19 

302 T% 1% 1% 

24. 21 ah 8% 8% 


93014 4l%<tttV 4I%- % 
91 2 23% 23% 38% - % 

10 34 3% 3% 2% 

63 567 *9% 47% 47%- % 

£2 19 12880 33% 38 38 i- % 

« t3‘j raV «%+ V 

8.7 7 48 8 S% 8 

2* *4* 28% 29% 28% - % 

14. TKJ 15% IS IS - % 

273 73% 13 13%+ % 

10. S 18 10 16 + % 

d 7 20% 20% 20% 

22 1348 S% 5% S%- % 

.. 13. 9 22% 22% 22% 

B% 2% A Ureal .18 6 1 33 174 2% d 2% 2% - % 

<52% 40%AS»U 3.78 63 7<2M 41% d39% <»%- % 

IftV B% A«R» » £7 734 S% 8% 8% - % 

25 15% Ahmana X 5* 82804 15% 015% 15% - % 

3% 1% A Keen 7 1 2% 2% 2% 

32 1112X1 44% 44% 44%+ % 

1.7 W 1221 » 17% 17% - % 

25 438 14% 013% 13% - % 

14 g 32 18% 18% 18% + % 

83 X 23 23 23 - % 

98 15 9% 9 9% 

12 8 228 16% 18 16%- % 
31 10 2S ii%«ni% n%- % 
13 17 256 21% 20% 20% - % 

V21S 14S 19% 19 «V“ % 

15 21 3255 34 32 32% + % 

5 2 95593 21% 21% 21%- % 

ZJ 11 558 30 % 30% 30%+ % 

5.1 18 1046 18% 10% 19%+ % 

11 28% 26% 2B% + % 


£1 43 AlrPid 1 44 
37 16% AufH 6 X 


24% 11% Alrgiu 
20% 18<i 


_ . S% Amma 252 
23% 21 % AleP 012.07a 
10% 9 AlaP 8pf57 
27% 16 -AtakAIr 50 
21% lt% AHxtyfn 59 

27% 20 Abano oJ0 
22% 15% AlCulA ■ 20 
37% 24% Abtsn s M 
24% 18% Alcan 1.12 
37% 27% AfcoSW 54 
34 10% AtoxAU I 

63% 27% Aten* 


97 76% AllagCp 1.721 2.1 8 13 91% 80% 80%+ % 


7-32»lAJgM 
1% 5-ajvJAiol pr 
2% 7-18v|An p*C 
34% 19 AtgLud (58 
42% 34%AUgPwai8 

20 9 AiJonG 
21% 11% Allen ptt .IS 

21 12% AJarga 580 


38 % 7-16 7-16 

102 1% 1% lV» % 

28 it 3% 2% 2% + % 


45 7 760 21% 19% 2I_ +1*j 


SI 10 340 35 % 34% 34%- 


II 91 13% 12% 12% - % 
- 17% 17%- - 


10. 25 17% 17% 17% - % 

1.721 264 15% M% 14% - % 


17% 12% AtaCmp 1.70a 13. 13 224 13% 13 13 - % 


B% AHGJ6 n 
12% 8% ABNEu n 


25% 19 % arm cam 

13% 44, 


. 4% ARdPd 

38 29 AkfSgflf 1.80 

10% B% AMtT J8a 
10% 0% A4HT2 11.73a 

10 8% AUIT3 a 54 

11% 8% MHO Ms 
10% 8% AMUQ2 .72 

10% 8% AMK33 n.48 
9% B% AMPI n-SBd 
41% 24% AL7EL 128 
78% 58% Alcoa 1.60a 
20% 12% AromG 56 
39% 20% Aam 50 
16% 1% AmBao .10] 

12% 6% Amcaol .48 

13% % vJArottor 

24 9-18 viAind yt 

60 38% Am HU 00 


8 % 9 %+ % 

% 


237 10% 8% 10%+ % 

188 8% d 8% - - 

19. 58 20% 20 

8 43 5 . 

85 81885 29% d28% 2B%-I% 
78 98 « 9% 10 

208 9% 9% 9% 

153 8% 8% 8% 

«0 10% 10 
3)8 8% 9% 

75 8% 8% 

400 8% 8' 

48 11 484 28% 261 
2.4 84557 68% 

5 43 124 15% 15% 


77 

72 

aa 

75 

55 

75 


12 10 4403 25% 39 
1% d 1 



65 11 87 7% 7% 7%+ % 

35 5-16 M2 5-16 


10% 9% AfflAdl 082 

24% 10? * 


93 11-16 9-16 11-18+ % 
I.I 49 2D31 58% 54% 54% - h 


0% Aflorc* a.10 


, 54% 54% . 

BA 81 8% 8% 9% 

5532955 22% 21% 21%+ % 
79 01% AmBmd 2.72 4.0 U 2723 U% 67% 68 - % 

30% 28% Afbd pQ-75 08 5 23% 38% 2B%- \ 

159% 138% Aflrd pBL87 18 I 139% 139% T39%-1% 

41% 31%ABMM 52 25 M B 32% 32% »%- % 

25% 19 ABiteP * X 45 10 23 18% 19 18% + % 

21 15% ACapSd 158a 13. 71 15% 15% 15% 

22% 17% ACapOr 2.44m 14. 3 17% 17% 17%+ % 

ift 4S 6% d 5% 0 

55 14 117 11% 11% 11%+ % 


8% 8 ' ACttln 56 
12 0% ACAW 50 


61% 45% ACyan 135 
33% 25 


.. . ABPw 240 
39% 22 AmEap 32 
22% 13% AFamtf J2 
50% 28% AGnCp 320 
8% 6% AroGW 54a 

■0 8% AGO* 158a 

10% 9% AGTT 56 

24% 18% AHBPr 2.40 
24% 19% AKdM tl52 


3.0 16 SB74 46% <144% 44%-1% 
8% 2d%+ % 


St 82735 28% 281. _ _ 

45 37 16056 22% 22 22% + % 

22 11 1104 14% 14% 14% - % 

10 88794 33 31% JB%- % 

12. 390 7% 7 T% 

8 % 8 % 


12 


368 6% ... 

10. a 9% g% 9% 

11.12 156 21% 2l% 21% - % 
SI 7 21 20% 20 20 + % 


55% 43 AHoma >2.15 45 13 9321 47% 46% 47%- %’ 
68% 52% AmiKh 116 52 13 6783 81% 60% 01% + % 


88% 52% AlntOr a .44 
10% 8% AO IF 56a 

33% 14% APmd 50 

14 6% AR6u 2 

8% 2% Anttljr 58) 

16 1% AS0 m 

17% 2% ASB pf 51| 
3% 2 AShn 

71% 9i% AmStor 1.12 
47 29% AT&T 132 

16% 14% AmW8 56 
7% 4% AmHaH 

10 2% Amxcb 

52% 37 Amo-on 128 
16% 1 •tAmaaO 55) 

15 9% Amtrfak 5* 

11 8% AmaoSc 1.05 

60% 45% Amoco 20* 
55% 38 «*■ XM 
147, 6% Ampco 30 

9% 3% Aim* 12 

8% 5% Aiwap 

KlgtoW 140 
5% 2% Anaemp 
39% 30% Ana<M JO 
10% 5% Analog 

33% 25% Angadc .88 
*5% 34 Aniiaua 1 
38% 12%AnDwia 


3 93791 63% 62% 63 - % 

11. 349 9% 9 9 - % 

4.1 119 14% 14% 14%+ % 

2a 0 98 10% 10 10% 

89 3 2% 2%- % 

72 1% d 1% l%- % 

193 2% 2% 2% 

28 2% 2 2 

15 15 1820 61% 59% 81%+ % 

43 12 24850 31 % 30% 31%+ % 

8.7 9 239 14%dI3% 14 - % 

16 6 9 

42 22 8% 5% 5% - % 

3512 7 38% 38 39 - % 

3640 1% t 1 
03 12 242 10% 8% 10% + % 

12. 21 9% 9 B 

3520 1030858% 58% 58% + % 
35 IS 3205 39% 58% 38% - % 

44 7 47 7 0 6% B%- % 

23 10 IBS 5% 6% S% 


143 5% S% Sli 
75 * 522 18% 18% 18% - % 


*% . _ 
8 1442 2% 4 1% 2 - % 


554(437 38% 37% 38%+ % 
26 213 8% 8% B%— % 
30 13 !» 29% 29 28% 

2.613MM 38% 37% 38 + % 
II 2U 20% 19% 20% - % 


17% 8 Anamys.44t> 52 T 52 6% 

«3>4 31% Aon cp 152 45 9 381 31%d31 

19% 13% ApacM JB “ 

11 7, lOVApu 56 


14 28 4293 u20% 

84 3 ISO 11% 11% 11% 


8 % 8 %~ % 
31% 31% - % 
19% 20%+ % 


27% 36% ApP- pOj6S TO. S »%' 28% 28%'- % 


26 AppSto 1.05* 25 BSW 30% 35% 38 %^ 


IS 7 AnriMg 
25% 17% AidlO l .10 
*4% 3i%ArcnCh 250 
13% 6% ArcAbA 

23% 16 Ai*E» a. 10a 
27% 18% Adda 108 
91 33% A Ida pf 3 

13 5% Annco .« 

2* 17 Wire |42.1D 

47% 38% Anne pMJO 
48% 25% ArmWI 1 16 
7 3% ArowE 

18% 8% Anri; pH 94 

22% 5% ATtra 

19% 13% Arvui 58 
35% 23% AMrco 1.60 
27% 13% AtCoal .40 
42 30% A»hOH I 

22% 9% AataPc 5ta 


14* T% 7% 7% 

4156563 24 23 % 23% - % 

7.0 9 270 33% 32% 33 - % 

11 158 7% 7% 7% — % 

5121 56 20 % 20% 20% 

5.1 3099 Jt% 21 21%+ % 

12 132 42 41% 41% 

85 1322 6% 5% 6% 

12. 20 17% 17% 17% + % 

12. 2 37 37 37 - % 

44 61*36 20% 28% 26%+ % 

97 4% 4% 4% 

15. 148 13% 12% 12%- % 

97 67, a 5% 5% - % 
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Mon da y Inter view 

Builder of 

financial 

bridges 

Michel Camdessus, managing 
director of the IMF, talks to 

Peter Riddell 

M r Michel Camdessus, monetary system. It is p 
the managing direc- the unfinished business c 
tor of the Interna- to correct the disorderly 


M r Michel Camdessus, 
the managing direc- 
tor of the Interna- 
tional Monetary Fund, has a 
gaunt sculpture by his daugh- 
ter in his Washington office. 
He has named the figure the 
unknown economist - a suit- 
able irony by the head of an 
institution which has been 
widely criticised round the 
world as the faceless harbinger 
of austerity. 

Yet in his nearly four years 
at the IMF, Mr Camdessus has 
sought both to make it better 
understood and to assert its 
central place in the interna- 
tional financial system. His 
style is naturally open; his 
occasionally slightly hesitant 
English does not disguise his 
acuteness and precision. 

When Mr Camdessus took 
over in early 1987, the IMF had 
just emerged from the first 
stages of the Third World debt 
crisis. But the Fund was facing' 
a challenge in its role as co-or- 
dinator of economic policies 
from the Group of Seven lead- 
ing industrial countries. 

As he prepared for the cur- 
rent IMF and World Bank 
annual meetings, Mr Cam- 
dessus's message was that the 
Fund is very much at the cen- 
tre of the stage. 

“More and more we are 
going to monitor a very diver- 
sified world. We will have the 
major pillars, the US. EC and 
Japan. But we*il also have 
what was so far a kind of black 
hole in the system - eastern 
countries and the Soviet 
Union. There will be a diversi- 
fied universe, not unified by 
the dollar or a bipolar system. 
And the centre is the IMF. The 
work of the institution at the 
centre will grow in impor- 
tance.” 

The regular meetings of the 
G7 ministers still determine 
most key financial decisions. 
But Mr Camdessus has ensured 
that the IMF is involved. “We 
have a permanent dialogue 
with the major countries on 
their economic policies." 

For a very long time, he 
acknowledges, there was “criti- 
cism of the asymmetry of sur- 
veillance and the conditional- 
ity of the Fund - what you did 
with the US was not relevant 
as you didn't have leverage 
over their policies fas a non- 
borrower). 

“Now the G7 have much 
tighter, more regular surveil- 
lance. Two or three times a 
year we visit them, review 
their policies. And we put in 
motion the system of peer pres- 
sure among themselves.” 

This surveillance, Mr Cam- 
dessus stresses, is “is also a 
way of establishing a bridge 
hetweeu the G7 and our global 
surveillance. The G7 work on 
co-ordination of policies is a 
significant contribution to the 
evolution of the international 
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monetary system. It is part of 
the unfinished business of how 
to correct the disorderly Boat- 
ing of exchange rates. We have 
discovered that there are many 
things that matter at least 
equally: fiscal policies, struc- 
tural policies and broader sur- 
veillance of all of them.” 

Mr Camdessus sees the Fund 
as not just responding to 
immediate financial problems 
but also as assisting in 
long-term adjustment. “We had 
to find ways of putting more 
emphasis on the need for sus- 
tained growth, while protect- 
ing the world against inflation. 
While trying to have a good 
control on demand, we should 
put more emphasis on supply 
and structural adjustment for 
growth." 

His views developed during 
the early 1980s when he served 
as the Finance Ministry's 
senior civil servant during the 
hectic policy changes of the 
first Mitterrand term. During 
this period the French dash for 
growth led to three devalua- 
tions of the franc. He acknowl- 
edges “the mistakes I was asso- 
ciated with and possibly the 
successes here or there." 

He has little sympathy with 
critics who attack the IMF for 
being anti-growth. He accepts 
that IMF programmes are 
“very tough, harsh. This is 
basically because countries 
come too late. Of course if a 
country comes after having 
exhausted all possibilities of 
external support, due to the 
weakness of its policies, then 
you are faced with serious dise- 
quilibria. There will be all 
sorts of impediments to 
growth, sky-rocketing infla- 
tion, tremendous budget defi- 
cits and structural impedi- 
ments and misallocation of 
resources. Our programmes 
involve adjustment of both 
structures and macro-economic 
imbalances." 

Mr Camdessus is similarly 
sceptical about those who 
argue that the IMF cannot pro- 
mote private enterprise in east- 
ern Europe because it solely 
deals with governments. 

“What we are looking at 
with eastern countries is not a 
19th century-like laisser faire 
but a new and better gover- 
nance. The modern economy 
cannot work without govern- 
ment but it needs a new form 
of government, not intervening 
on matters well dealt with by 
the private sector, but making 
sure that competition works 
effectively and that a financial 
structure is well in place. You 
simultaneously have to reduce 
the size and intervention of 
government and to improve its 
interventions where they are 
indispensable. 

“We are helped in handling 
file problems of eastern conn- 
tries by our experience with 
the rest of the world. Latin 



It is no time to be 
singing in the rain 
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We are going to monitor a very diversified world’ 


American countries were said 
not to be socialist but they 
were tremendously dirigiste - 
and nothing was as similar to 
Poland as Argentina. The same 
kinds of rigidity, of maladjust- 
ment, were quite widespread." 

Mr Camdessus is clearly 
pleased that the G7 beads of 
government decided at their 
Houston summit in July to ask 
the IMF to convene an interna- 
tional study of the needs of the 
Soviet economy and how the 
West might assist 

He acknowledges the diffi- 
culties involved, in spite of 
“the full contribution of the 
Soviets, in gathering the best 
possible information. But it is 
very little because very little is 
available which could now be 
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France. Educated at the 
University of Paris with 
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efficiently utilised in handling 
the process of reform. The sys- 
tem has not been attentive to 
the dements for managing a 
market economy." 

A Soviet group is attending 
file meetings as “special invi- 
tees" and its membership of 
the IMF is now a live issue, 
though there has been no offi- 
cial application yet Mr Cam- 
dessus notes that, “this ques- 
tion could be raised at any 
time. Nobody has forgotten 
here that the Soviet Union was 
a founder member of the Fund, 


and was vice-president of the 
Bretton Woods conference. His- 
tory has delayed a little bit 
their membership." 

To balance these challenges, 
Mr Camdessus has been preoc- 
cupied with the long standing 
debt problem, about which he 
is cautiously optimistic. 

“We have now equipped our- 
selves with the Brady strategy 
[named after the US Treasury 
Secretary and launched 18 
months ago to deal with com- 
mercial bank debt], which if 
fully applied by countries can 
really transform the debt crisis 
Into a manageable problem. 

“The experience we have 
had with Mexico, the Philip- 
pines, Costa Rica, Morocco - 
and tomorrow possibly Brazil 
and Argentina - gives me con- 
fidence that it can work. I 
would be happy if we were able 
to convince the banking com- 
munity to see there a window 
of opportunity to normalise 
relations with debtors." 

The Gulf crisis has, of 
course, had a wide-ranging 
effect on the IMF. “With the | 
major exception of three coun- 
tries which are net gainers - 
Mexico, Venezuela, Nigeria — 
the IMF has no programmes in 
general with beneficiaries (of 
the rise in oil prices). But 
almost 50 countries have pro- 
grammes with the IMF. For 
them this is a shock, more or 
less important according to the 
structure of their balance of 
payments. People are urging us 
to create a new oil facility with 
low conditionality and so on - 
what we did in the past We 
will not do that We do not 
believe this can really help the 
countries handle the problem.” 

There is a big contrast with 
the first oil shock of the mid- 
1970s. Then the IMF was “con- 
fronted with a quadrupling in 
the price of oil, but now this is 
not the case. Then there were 
only 10 countries with IMF pro- 
grammes, now we have almost 
50. So the question is com- 
pletely different We are in a 
situation allowing us to try to 
tackle the programmes in a 
more conditional fashion, to 


preserve and. if necessary, 
renegotiate programmes, while 
maintaining the countries on 
their track of adjustment." 

Many wonder whether two 
multilateral institutions are 
still needed. Disclaiming any 
intention of taking over the 
World Bank, Mr Camdessus 
sees their work as complemen- , 
tary. 

“The founding fathers were I 
well inspired - a very precise, 
clear constitution for the IMF 
which will remain a small 
institution dealing with crises, 
with structural adjustment 
growth, centring its action on 
the balance of payments, pro- 
viding countries with sensible 
catalysing elements for 
medium and short-term financ- 
ing. The World Bank would 
continue having its formidable 
longer-term sectoral responsi- 
bilities." 

There Is no doubt which 
body Mr Camdessus sees at the 
heart of the world financial 
system. 


B ankers, according to the 
old joke, are people who 
lend you an umbrella 
when the sun is shining and 
ask for tt back at the first hint 
of rain. Now, it seems, the joke 
has been relegated to a mere 
half-truth. Assiduous readers 
of the Financial Times will 
have observed last week that 
Japanese banks have been 
going cap in hand to their own 
customers pleading for capital. 
Thus have centuries of finan- 
cial custom and practice been 
turned on tbeir head. 

Nor is this a case of the Jap- 
anese being inscrutably ethnic. 
Chase Manhattan may not 
have asked specifically for an 
umbrella, but when a bank 
denies that it is having diffi- 
culty refinancing its IOUs, as 
the big US bank did on Friday, 
the markets tend to regard the 
statement with the scepticism 
they otherwise reserve for gov- 
ernment denials of imminent 
devaluation. 

Indeed, bankers everywhere 
are feeling the pain. Not least 
at Midland Bank, which saw 
its shares foil by 12 per cent on 
Thursday for no better reason 
than that when people are ner- 
vous about the market they are 
even more nervous about the 
ailing British clearer. Alas, 
poor Midland; and it is little 
consolation to its battle weary 
executives that the much 
richer Industrial Bank of 
Japan saw its share price foil 
10 per cent on the same day. 

Sympathy for bankers is an 
indulgence that many will feel 
inclined to forgo just for the 
moment. Yet the bankers’ 
problem is one that sooner or 
later will affect us all, since it 
has the ca pacity to turn S mild 

recession into something 
worse. So why is it that the 
stock markets are so nervous 
about the banks? And what 
has cansed the conventional 
wisdom about bankers to start 
falling apart? 

The balance of power 
between banks and their corpo- 
rate customers has shifted 
partly because large companies 
across the world have enjoyed 
several years of unbroken prof- 
itability. But while corporate 
balance sheets have been 
strengthened, bank balance 
sheets have remained under 
pressure. Not only do the rat- 
ing agencies now apply lower 
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Half-baked proposals based 
on neo-libertarian fantasies 


S uppose Neville Chamber- 
lain had refused to 
appease Hitler and the 
Second World War had been 
avoided. The social solidarity 
created by total war would not 
bave occurred; the Labour 
Party would probably not have 
won a landslide victory in 1945. 
What kind of welfare state 
would the UK have created? 
Would nearly all hospitals be 
publicly owned? Would moet 
pupils be state-educated? 

These may appear irritat- 
ingly hypothetical questions. 
But they do have relevance 
because a vocal element of the 
Conservative Party would like 
to see the socialist legacy of 
the 1940s completely erased 
during the 1990s. They favour a 
return to 19th century laisser 
faire and Samuel Smiles’s 
self-help. 

The tendency is best repre- 
sented by the No Turning Back 
group of right-wing Tory MPs 
- a faction which includes Mr 
Peter lilley, the Trade Secre- 
tary. and several junior minis- 
ters. The group's latest pam- 
phlet, Choice and 
Responsibility: the Enabling 
State, urges the government to 
intensify the assault on the 
“very concept of individual 
dependence on state provision 
of health care, education and 
social security.” 

In a strange way the pam- 
phlet invites ridicule. R seri- 
ously suggests that Britain 
should draw inspiration from 
Hong Kong and Singapore and 
seek a fixture as a “kind of free 



Micheal Prowse 
on the welfare state 


port linking Europe and the 
world ...” It describes the 
achievements of the Thatcher 
government as “virtually 
unparalleled in British political 
history". It defends privatisa- 
tion as a general policy on the 
grounds that British Airways 
offers a better service. 

Factual errors are even more 
alarming. The MPs claim that: 
“In 1979 the British govern- 
ment spent a higher proportion 
of Gross Domestic Product 
than any of those who are now 
our European Community part 
nets. Now we spend less.” 

The truth Is rather different 
The Tories did not inherit a 
European Leviathan from 
Labour. OECD figures show 
that In 1979 public spending as 
a percentage of GDP was lower 
in Britain than in West Ger- 
many, France. Italy, Belgium, 
Denmark, Ireland and the 
Netherlands. In most cases the 
gap was considerable. 

Yet in spite of its inaccuracy, 
hyperbole and naivety, the No 
Turning Back group's pam- 
phlet poses valid questions. 
The welfare state of the 1940s 
has no God-given right of exis- 


tence. Reforms which genu- 
inely offer the prospect of bet- 
ter quality at lower prices 
deserve serious consideration. 

The MPS, however, appear to 
start from the assumption that 
state welfare can be justified 
only by arguments about social 
justice - arguments which in 
their view are thoroughly mis- 
guided. They seem wholly 
unaware that there are many 
technical reasons why heavy 
state involvement In welfare is 
necessary. For the detailed 
arguments see The Economics 
of the Welfare State by Dr 
Nicholas Barr (Weiden fe ld and 
Nicolson 1987). 

To take one example, the No 

Turning Back group advocates 

a big extension of private 
insurance to cover the risk of 
unemployment. But it is no 
accident that private markets 
have not evolved in this field 
even in the US. Private insur- 
ance only works well in the 
absence (among other precon- 
ditions) of “moral hazard”: 
when policyholders cannot 
influence the likelihood, timing 
or magnitude of claims. 

But the way a person 
behaves can greatly influence 
the risk of redundancy and the 
duration of unemployment A 
subsidiary problem Is that the 
risks insured are not indepen- 
dent claims are likely to be 
unacceptably hunched because 
unemployment rises and falls 
according to the nation's mao 
ro-economic heal th. 

Similar technical problems 
exist in most other parts of the 


welfare state. Public sectors 
throughont the developed 
world play a large role in 
health care, education, pen- 
sions and so forth not because 
they are. gripped by an out- 
dated Marxist ideology but 
because they can often perform 
these tasks more efficiently 
than private markets. 

Welfare states can and will 
evolve, but the search for 
increased efficiency is probably' 
best pursued within a public 
sector context This, after all, 
is the approach favoured by 
modsate Tories, such as Mr 
Kenneth Clarke, the Health 
Secretary. 

European considerations, 
which the No Taming Back 
group wilfully ignores, only 
reinforce this conclusion- It is 
simply not credible to argue 
that Britain has a future as 
Europe’s free market Hong 
Kong. Economic and political 
integration within the Euro- 
pean Community is bound to 
accelerate. The UK thus needs 
to create education, health and 
social security systems that 
mesh easily with those on the 
Continent - which are invari- 
ably public sector run. 

. Half-baked proposals based 
on tiie neo-libertarian fantasies 
of US think-tanks (which are 
largely ignored in Washington) 
no longer serve a useful pur- 
pose. ff the No Turning Back 
group wants to make a serious 
contribution, it should send 
fact-finding missions to the 
capitals which count - Boon. 
Paris, and Brussels. 


ACROSS 

1 To tease a poor lad is 01 
mannered (6) 

4 False profession (8) 

10 They spend their time 
together (4-5) 

11 Pompous colonel is an old 
gasbag (5) 

12 It may hold the garden 
spray (4) 

18 Parties of runners? (IQ) 

15 The personification of cun- 
ning (7) 

16 Ancient Greeks woe riddled 
bytt(5) 

19 Dormant fish turned into a 
snake (6) 

21 This turns out to sum up 
Panama, for example (7) 

23 Cowardly sailor gets fever 

m 

25 Juliets town is just not on 
for her (4) 

27 Wines for import and export 
(5) 

28 Timber which may be put to 
striking use? (9) 

29 To caress in a most lascivi- 
ous way (8) 

30 listener following dose win 

(G> 


DOWN 

1 Hope fin* the lost and sick (8) 

2 Sweets that score highly? 
<54) 

3 Fabric that's stiff or Hmp (4) 

5 Object’s to Ernest’s replace- 
ment (7) 

6 Set meal and free bed at 
hotel (5£) 

7 They are driven to Join 
things (5) 

8 Reveal an outdated attitude 
( 6 ) 

9 Wait for a race to finish (6) 
14 Runners - so research 

reveals (10) 

17 On board the first lieuten- 
ant may be most important 
(6.3) 

18 One naturally separated 
from the rest of humanity 

<8> 

20 They took over from the 
nigftt shift (7) 

21 Egg - how nice it may be 
scrambled (5) 

22 Limited in one’s outlook (6) 
24 Grub is right at the centre 

(A a burning Issue (5) 

28 Whisky drinkers may say it 
is just a question of time (4} 
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ratings to the big banka than 
to many of their clients; the 
markets have access to as 
much nnnTH?Mii data about the 
world's largest companies as 
the banking community. Con- 
sequently it pays the industrial 
giants to cut out the banking 
middleman and go direct to the 
markets for funds. 

The outcome is that the 
banks bave lost much of their 
most creditworthy business 
just when they confront 
increased competition as a 
result of liberalisation. There 
are simply too many banks 
chasing too few profits. 
Against that background the 
only way individual banks can 
hope to make an adequate 
return on capital is to take 
greater risks — something that 
spells disaster for h anks in the 
aggregate. 

That is how Chase came to 
lend to flamboyant New York 
real estate man Donald Trump; 
how Midland took a premature 
and costly gamble on falling 
interest rates, while ex pandin g 
its corporate lending at a 
heady pace; why Japanese 
banks have racked np a 
reported $4bn of nan-perform- 
ing loans in US leveraged buy- 
outs; and why Sumitomo Bank 
financed textile trader Roman 
on Its costly borrowing hinge 
in the Japanese property mar- 
ket When the going was good 
the borrowers all appeared to 
have the answer to the bank- 


ers' prayer. But not any more. . 

The consequenc es. 'can fee- 
geen in the present p at te rn of i 
share ralces. Last weefciiLtfeeC. 
UK the cash-rich enjoyed sate? . 
five strength, while the f riends ' 
of the engineers were' 

savaged by bears. The acqtdri- r 
tiro industrial materials con- 
cern Cookson Group, debt*/ 
laden property developer Rose- 
hangh and the ambitious 
Beazer construction .group 

were among the worst casual- 
ties — as were their_bank«ra. ■ 

At times like tiffs the finan- 
cial community is not kind to 
those who look for fresh 
financ e. But will the industrial - 
commu nity be any more chari- 
table to financiers who come 
Vpfv-ktng on their door, as the 
Japanese banks bave done? 
Maybe, since industrialist 
have not yet been trained to 
deny people umbrellas: But . 
some might wonder whether , il 
is se nsflifo to require banks to 
strengthen their capital ratios, : 
as the Bank for International 
Settlements now requires, 
when the banks' profits are 
being eroded by increased com- 
petition. More capital chasing 
dwindling profits will simply 
increase the temptation for the 
more hard-pressed to take even, 
bigger risks. Others will be 
tempted to contract their bal- 
ance sheets at precisely the 
moment that recession is 
applying a vice of its own. 

That In turn raises an Intec- 


be tween banks and Industry. 
At present, the authorities pro- 
tect commercial banks from 
takeover by non-banks oh. the. 
ground that non-bank owners 
might be less sensitive; to the’ 
interests of depositors. Yet th£ 
history of the past decade sug- 
gests that the reverse Is likely 
to be true: General Electric!; 1 
Marks & Spencer and Toyofa. 
have stronger balance sheets 
and better management than’ 
their bankers. Would it not 
make more sense for the cas$- 
rich industrialists and retailers 
to recapitalise the improvident 
hankers via takeovers? 

Bathw them, than- -the tax- 
payer, when governments are 
forced to nationalise the hank* 
that founds:. But c entr a l bank- 
ing habits die hard. rThe- pru- 
dent taxpayer should start 
building an ark. - •” 
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U.S, $200,000,000 
Union Oil Company of California 

Guaranteed Floating Rate Notes due 1996 
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Unocal Corporation 

In accordance with die provisions of die Notes, notice is hereby given 
that the Rale of la terest for the shi month period ending on 21st March, 
1991 has been fixed at 8.6873% per annum. The interest accruing for such 
six month period will be U.S. S436.79 per U.S. $10,000 bearer Note, and 
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$436.79 per U.S. $10,000 fully registered Notes, and integral multiples 
thereof; payable 21st March, 1991. 
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The Export-Import Bank of Korea 

US$100, 000,000 

Floating Rate Notes Due 1997 

In accordance wfth the provisions of the Floating Rale 
Notes, notice is hereby given as follows: 

Interest Period : September 21. 1990 to 

March 21, 1991 (181 days) 

Rale of Interest : 8-1/4% p_a. 
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■ But even before 


Iraq’s invasion of Kuwait, there 


were signs of tension in the global 
economy, tempering the euphoria 

that followed communism’s 

collapse, writes Peter Norman 

Back to earth 
with a bump 



Mr Saddam Hussein has 
brought the world economy 
back to earth with a bump. 

Iraq’s invasion of Kuwait at 
the beginning of August has 
put on hold hopes that the 
1990s might usher in a new 
world order, founded in the 
eclipse of communism and gen- 
era ting prosperity in which all 
mankind might share. 

Instead of considering how 
best to use the ‘‘peace divi- 
dend" arising from the decline 
in east-west tension, policy 
makers are again having to 
wrestle with the dislocations of 
an oil supply shortfall and the 
imponderables of conflict 
between nations. 

From an economic point of 
view, however, the euphoria 
that greeted the new decade 
wa9 beginning to look 
tarnished well before the Iraqi 
President launched his tanks 
against Kuwait 

• Inflationary pressures in 
the industrialised world have 
been stubborn, despite contin- 
ued adherence to tight mone- 
tary policies and a gradual 
slowdown in economic growth. 

• Financial markets, espe- 
cially in the US and Japan, 
have shown increasing signs of 
fragility. 

• Long term bond rates rose 


sharply during the winter, 
highlighting the problem of 
insufficient world savings and 
casting doubt on future invest- 
ment growth. 

• The liberalisation of eastern 
Europe - although one of the 
most uplifting episodes in the 
history of mankind since the 
Second World War - has 
exposed a raft of economic 
problems as the Soviet Union 
and its former eastern bloc sat- 
ellites set out along the 
uncharted path to a market 
economy. 

Over the past decade, there 
has been uneven progress in 
solving the se eming l y intracta- 
ble problems of poverty, popu- 
lation explosion and indebted- 
ness in many parts of the 
Third World. 

More recently, unresolved 
differences among the world's 
major powers over agricultural 
subsidies have highlighted how 
protectionist pressures contin- 
ued to threaten prosperity in 
industrialised and developing 
countries alike. 

Even in the 24 wealthy 
industrialised member states of 
the Organisation for Economic 
Cooperation and Development, 
a total of 25m people are unem- 
ployed. 

Yet before the crisis in the 


Middle East, it was possible to 
give the world economy the 
beneOt of the doubt 
Growth was in its eighth 
consecutive year, promoted by 
enhanced consultation and 
co-opera lion among economic 
policy makers in the leading 
industrial countries of the 
Group of Seven. 

Imaginative initiatives such 
as the 1992 programme for a 
barrier Tree market in the 
European Co mmuni ty, the cre- 
ation of a free trade area 
between the US and Canada 
and the reunification of the 
two Germanies acted as an 
extra spur to business confi- 
dence. 

Above an, the free market 
ethos appeared decisively to 
have gained the upper hand 
over state control. Nations der- 
egulated and modernised their 
economic structures to tap the 
capital that flowed around the 
globe, spreading growth and 
prosperity. 

President Saddam's demon- 
stration that the world is still a 
dangerous place has eclipsed 
rather than suppressed these 
positive aspects of the world 
economy. 

Indeed, it is important to 
remember that the calculations 
and extrapolations of econo- 
mists point to slowdown, not 
recession, as a result of events 
in the Middle East. 

The increase in the oil price 
from July’s low of around $16 a 
barrel will add to inflation. But 
providing there is not a serious 
escalation of the crisis, most 
nations do not seem to be 
threatened by recession or 
"stagflation" - the mix of no 
growth and high inflation — 
that afflicted the world after 
the two oil crises of 1973 and 
1979. 

Oil was cheap before the lat- 
est crisis - economists calcu- 
late that oil halved in value 
between 1980 and this summer 
in terms of purchasing power 
of manufactured goods - and 
most nations had reduced their 
dependence on imported oil 
compared with the late 1970s. 

Moreover. emergency 
reserves are plentiful: the 
OECD countries have suffi- 
cient stocks of oil to satisfy 
demand for 99 days. 

The International Monetary 
Fund has calculated that if oil 
prices stabilise at $25 a barrel, 
the industrial countries as a 


group could expect growth to 
be cut by around '4 of a per- 
centage point this year and 
next, while cons tuner price 
inflation would increase 
beyond forecast levels by 
around V* point this year and 
between 'A and % points in 
1991. 

Such forecasts may be too 
sanguine. The oil price could 
settle at a higher level. Nobody 
can tall at this stage what 
impact the problems in the 
Middle East will have on busi- 
ness confidence. 

However, if the IMF calcula- 
tions turn out to be valid, they 
could mean growth in the 
OECD slowing to around 2’A 
per cent this year and next and 
inflation rising to around 5 per 
cent 

The outlook for the develop- 
ing world is less favourable. 

Although as a group, devel- 


oping nations are net oil 
exporters, they now account 
for 28 per cent of total world 
oil consumption: up from 18 
per cent in 1973. 

Only 11 developing nations 
- countries such as Mexico, 
Venezuela and Nigeria - will 
gain from substantially higher 
prices. Many oil importing 
countries in Africa, the Carib- 
bean and central America will 
lose directly. 

As the refugee camps near 
Jordan's border with Iraq bear 
witness, other countries such 
as Egypt, India, Jordan, Pakis- 
tan and South Korea will suffer 
indirectly through the loss of 
expatriate workers' remit- 
tances from the Middle East. 

Hie newly democratised 
nations of eastern Europe will 
be especially hard hit 

They depend almost entirely 
an imported oil for their needs. 


use more energy per unit of 
output than the advanced 
industrial nations and from 
next year will have to use 
scarce hard currency to pay for 
their imports from the Soviet 
Union after the present system 
of barter and subsidy ends. 

It is therefore clear that 
some nations will cope better 
than others and that the prob- 
lems facing policy makers will 
grow. 

Among the big industrial 
powers, Japan and Germany 
have the advantage of strong 
growth, which in Germany's 
case is helping to offset some 
of the unexpectedly heavy 
financial and social burdens of 
economic union with east Ger- 
many. 

The Gulf crisis has caught 
the US, in particular, in an eco- 
nomically enfeebled state. 
Growth in the second quarter 


was down to an anaemic 1.2 
per cent annual rate, yet 
underlying inflation continues 
to cause concern. 

The military build-up in the 
Middle East will add to the 
nation’s budgetary problems 
while the crisis in the savings 
and loans sector is a ru nnin g 
sore for both the public and 
financial sectors of the econ- 
omy. 

Common sense suggests that 
it is better for the world econ- 
omy to face a jolt such as the 
present Gulf crisis in a unsyn- 
chronised state. 

Economic slowdowns such 
as those being experienced by 
the US, Britain or Canada are 
more manageable if other 
regions such as continental 
Europe and Japan are growing 
strongly and providing strong 
demand for the laggards' 
imported goods. 

But a big question facing 
policy makers is whether the 
financial markets will accept 
the implications of economic 
divergence calmly. 

Lower interest rates are part 
of the US Administration's eco- 
nomic agenda. 

Most other large nations 
want to keep monetary policy 
tight, with Japan and Germany 
thought more likely to raise 
interest rates than lower them 
in the wake of higher oil 
prices. 

The world's currency mar- 
kets have been relatively calm 
in recent months. They have 
appeared to accept that the big 
industrial nations have made it 
their priority to limit infla tion. 

If this perception is eroded 
- particularly in the case of 
the US - the way could be 
open to renewed international 
financial turbulence. 

The FTs last three annual 
surveys of the World Economy 
painted an increasingly upbeat 
assessments of economic 
trends, and yet each was fat 
lowed by serious dislocations 
in financial markets. This sur- 
vey has been written against a 
chequered international back- 
ground in which sombre hues 
predominate. 

Over the past decade, the G7 
and institutions such as the 
the IMF and World Bank have 
greatly increased their ability 
to manage economic crises. 
These skills could prove neces- 
sary in the months and years 
ahead. 
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Peter Norman assesses the economic impact of the Gulf crisis 

An upset, but not a shock 


IF NOTHING else. Iraq's 
invasion of Kuwait has pro- 
vided full employment for the 
economics profession. 

Computer models have been 
working overtime to assess the 
extent of the dislocation engen- 
dered by President Saddam 
Hussein’s actions. The conclu- 
sions have been of some com- 
fort to the industrialised world, 
but less so elsewhere. 

For the 24 industrialised 
nations of the Organisation for 
Economic Co-operation and 
Development (OECD), the fore- 
seeable economic repercus- 
sions of the crisis and the loss 
through embargo of Iraqi and 
Kuwaiti oil exports constitute 
an upset rather than a shock. 

In non-oil producing develop- 
ing nations, some of the rap- 
idly growing, newly industri- 
alising countries of south-east 
Asia and the nascent democra- 
cies of eastern Europe, the 
strains will be more severe. 

Less quantifiably, the levy 
imposed through increased oil 
prices on the world's consum- 
ers could exacerbate a growing 
shortage of world savings. The 
impact on business confidence 
of the subsequent fail in share 
and bond prices remains uncer- 
tain. There are also fears of 
protectionism, particularly if 
the crisis leads to job losses in 
the industrial countries. 

At a local level, the Iraqi 
invasion of Kuwait has dealt a 
severe blow to the hopes of 
other Gulf states to attract 
inward investment or develop 
their financial centres. 

Iraq and Kuwait produced 
around 4.6m barrels per day of 
oil last year, or 7-3 per cent of 
global production. Matters 
obviously would be grimmer if 
war in the Gulf caused the dis- 
ruption or destruction of Saudi 
Arabia's 5.5m b/d oil output. 


Production 


OPEC 

Saudi Arabia* 

Iran 

Iraq 

United Arab Emirates 

Venezuela 

Kuwait* 

Nigeria 

Indonesia 

Algeria 

Libya 

Non-OPEC 

USSR 

US 

Mexico 

China 

UK 

Canada 

Norway 

Egypt 

India 

Brazil 

Total 
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THE OIL MARKET (1989) 

Con sumption 


million bpd 

% share 


million bpd 

% share 

23.2 

36.5 

North America 

18.2 

28. 1 

5.5 

8.8 

US 

16.6 

25.6 

2.9 

4.6 

Canada 

1.7 

2.5 

2.8 

4.5 

West Europe 

12.5 

19.3 

2.1 

3.3 

W Germany 

2.3 

3.5 

2.0 

3.2 

Italy 

1.9 

3.0 

1.8 

2.8 

France 

1.9 

2.9 

1.6 

2.6 

UK 

1.7 

2.6 

1.4 

2-2 

Spain 

1.0 

1.5 

1.2 

1.8 

Netherlands 

0.7 

1.1 

1.1 

1.8 

Belgium 6 





Luxembourg 

0.5 

OS 

40.4 

63.5 

Asia 

12.2 

18.9 

12.5 

19.7 

Japan 

5.0 

7.5 

9.2 

14.0 

China 

2.4 

3.8 

2.9 

4.6 

South Korea 

0.8 

1.3 

2.8 

4.5 

Taiwan 

0.5 

0.8 

1.9 

3.0 

USSR A East- 





ern Europe 

11.0 

17.0 

1.7 

2.6 

USSR 

6.S 

14.0 

1.5 

2.4 

Latin America 

5.3 

8.2 

0.9 

1.4 

Middle East 

2.9 

4.5 

0.7 

1.1 

Africa 

1.8 

2.8 

0.6 

1.0 

Australasia 

0.8 

1.2 

6 as 

100.0 

Total 

64.7 

100.0 
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But projections of "worst case 
scenarios” suggest that the 
world would not suffer as 
greatly as in the two previous 
oil crises. 

One recent study by British 
economist Mr Douglas McWil- 
liams and the Petroleum Econ- 
omist magazine concludes that 
neither a major military con- 
flict over Kuwait nor the west 
backing down and allowing 
Iraq to dominate the Gulf 
region would cost the world as 
dear as the oil crisis of the 
mid-1970s, when the cumula- 
tive loss of growth was 7 per 
cent, or that of 1979-62, when 
the growth loss was 5 per cent. 

Another analysis from the 
Economist Intelligence Unit 


suggests that conflict in the 
Gulf would produce a short, 
sharp oil supply shock with 
higher inflation, especially if 
Saudi. Iraqi and Kuwaiti oil 
installations were damaged. 
But the EICJ concludes that the 
world would be spared reces- 
sion and, providing the crisis 
were over in six months, could 
look forward to a strong recov- 
ery from 1992. 

The key to both of these rela- 
tively sanguine projections is 
the sharp fall in world depen- 
dence on imported oil from the 
Organisation of Petroleum 
Exporting Countries (OPEC). 

Oil consumption in. OECD 
member states has fallen rela- 
tive to economic activity by 
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Increases In oil prices will push up inflation 


almost 30 per cent since 1980. 
The sharp oil price increase 
during the second oil crisis 
gave renewed impetus to con- 
servation efforts and the 
growth of other forms of 
energy output. 

Cheaper oil after 19S6 and 
renewed world economic 
growth reversed some of these 
trends, notably in the US. Bnt 
the world, and particularly 
Japan, has learned that it need, 
not be as dependent on oil as 
in the past. Although Japan 
has practically no indigenous 
oil supplies, it imports less 
energy as a percentage of gross 
national product than the US. 

These efforts, together with 
a major build-up of oil stocks 


in consuming countries, the 
absence of super power tension 
over the Gulf crisis and the 
derision of Saudi Arabia and 
other OPEC nations to pump 
more oil, have so far helped 
limit the impact of the crisis 
on the oil price. 

Since the invasion of 
Kuwait, the oil price has fluc- 
tuated between S25-S30 per bar- 
rel against $16 in July. The oil 
price chosen by most econo- 
mists when guessing the likely 
impact of a marked worsening 
of the crisis has been S40 a 
barrel, against a peak of S53 at 
1990 prices during the second 
oil crisis of 1979 - 82. 

On the assumption that gov- 
ernments do not cut public 


spending in real terms to offset 
the increased inflationary 
impact of the oil price rise. 
OECD calculations suggest a 
rise in the oil price to $25 a 
barrel could knock perhaps one 
percentage point off US growth 
over two years. L2 points off 
European growth and 1.5 
points off Japanese growth in 
the period. 

The effect on inflation would 
show up sooner. According to 
OECD models, a S9 a barrel 
increase in the average inter- 
national oil price adds about 
1.5 percentage points to the 
domestic demand deflator of its 
24 member nations over a 12 
month period. Inflation, on this 
measure, would be boosted by 


Real oil price 

Brent crude price deflated by Industrialised Countries Export Price index 
(Sperbairel) . . ^ , ....... 

° Sep^ 1986 1989 19 ^° 
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0.9 points in the US, 1.5 points Demand for oil in the devel- 
in Japan and 2.1 points in oping nations increased ay 18 
Europe. per cent between 1S86^ ; twfce 

These developments would the 9 per cent growth of the 
amount to an upset rather industrial world, 
than a duster for most Indus- Eastern Europe is almost 
trial economies. Japan and totally dependent on oil 
continental Europe entered the imports and win won nave to 
crisis with growth strong. The start paying market jmces for 
major English speaking econo- Soviet oil following the break- 
mies - the US. Britain and down of barter arrangements 
Panada — look more vulnera- of Comecon. Moreover, eas tern 
ble because their economies Europe is a wasteful energy 
have already been slowed by user, with energy use per unit 
tough counter-inflationary of output ranging from 1.5 
monetary policies. times average OECD levels xh 

But the US, which is shoul- Hungary to 2.7 times in 
dering the main military bur- Romania, 
den in the Gulf, still recorded As with the oil crises of the 
year on year growth of 1 2. per 1970s, weaker economies stand 
cent in the second quarter. It to suffer most from develop- 
has other problems in the meats in the Gulf. They face 
shape of a fragile financial sec- additional problems because of 
tor and a huge and growing the world savings’ shortage, 
budget deficit. If it enters Japan, West Germany and, 
recession, higher oil prices will to a lesser extent, the US have 
be only one of many factors been important exporters of 
behind the move. investment capital and will be • 

Outside the main industria- losers from the oil price rise. 
Used countries, there would be The oil exporting countries for 
some winners from the oil their part will need their 
price rise. It could prove a increased oil revenues for 
boon for Soviet economy, pro- defence and development. : 
riding the USSR has the organ- This Is had news in a world 
National capacity to exploit the where strong investment in the 
windfall. Mexico. Venezuela, industrial countries, recon- 
Indonesia and Nigeria should struction in eastern Europe 
ajsp benefit. and continuing development 

Elsewhere, however, higher needs in the Third World have 
oil prices would hit the non-oil increased the calls on global 
developing world, the newly savings. The upshot could be 
industrialising countries and higher real interest rates for- 
eastern Europe. some time to come. 


POVERTY, it is said, has been 
always with us. It is just possi- 
ble. however, that in the 1990s 
the ‘haves' will consider the 
plight of the ’have-nots’ with 
something more than humani- 
tarian concern. 

Self-interest is a more power- 
ful sentiment than charity; and 
the Governments and elector- 
ates of industrialised countries 
are discovering that Third 
World poverty can have an 
adverse bearing on First Worid 
living standards. 

Whether this growing aware- 
ness will help persuade policy 
makers to make greater efforts 
to tackle the plight of the 
world's poor during this decade 
remains to be seen. 

The scale of the problem to 
be addressed is enormous. 

More than one billion people 

- one in five of the world’s 
population - live in absolute 
poverty, which by World Bank 
definition means trying to 
exist on a Si or less a day. 

The most vulnerable are the 
young and the elderly. Some 
150m children - one in three 

- are malnourished. Some 14m 
children a year die before their 
fifth birthday. Mortality among 
children under five in sub-Sa- 
haran Africa exceeds 180 
deaths per I.0QQ-, in Sweden it 
is fewer than 10. 

If you live in Switzerland, 
your life expectancy is nearly 
80; in Sierra Leone, you can 
anticipate half that span. 

Nearly half of the world’s 
poor live la South Asia, and a 
further 25 per cent are found in 
East Asia. But in both these 
regions, real per capita 
incomes has grown in the 
1980s. It is sub-Saharan Africa, 
home to 500m people, that pres- 
ents the bleakest picture, and 
poses the toughest challenge, 
to policy makers. 

The 1980s saw a sharp ero- 
sion of post-independence 
achievements. Average per 
capita income fell by a quarter 
during the decade. Life expec- 
tancy is the lowest of all the 
developing regions. Infant mor- 
tality rates are the highest in 
the world, literacy rates the 
lowest - despite unprece- 
dented development effort dur- 
ing the period led by the World 
Bank, UN agencies and bilat- 
eral donors. 

Prospects for Africa - which 
accounts for two-thirds of the 
world’s least developed coun- 
tries (LDC) - remain bleak. 

The continent enters the 
1990s increasingly marginal- 
ised in terms of world trade 
and foreign investment, 
already feeling the effect of the 
Gulf crisis on oil prices and 
with aid experts divided about 
appropriate recovery pro- 
grammes. 


Population and poverty in the developing worid, 1985 

Percentage of population Percentage of poor 
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Michael Holman on the world’s poor 

More effort needed 
to tackle poverty 
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Ethiopian famine victims: Africa’s Infant mortality rates are the world's highest 


The current strategy for the 
reduction of poverty in Africa 
and elsewhere was set out last 
July in the World Bank's 
World Development Report 
1990, from which the above sta- 
tistics are taken. 

It proposed a two-pronged 
approach: policies in the devel- 
oping world should faster 
labour-intensive growth based 
on market incentives and bet- 
ter management, while ensur- 
ing widespread provision pri- 
mary education, basic health 
services, and family planning. 

At the same time, says the 
Bank, more assistance from 
outside Is needed. 


In 1981 there was a positive 
flow of $42-6bn of resources to 
developing countries. 

By 1988 it was a negative 
flow of $32JSbn, while the for- 
eign debts of developing coun- 
tries, more than $1,300 billion, 
required nearly $2O0bn a year 
in debt servicing alone. 

“In the 19908," argues the 
Bank, “the rich nations must 
start transferring resources to 
the poor nations once again.” 

The Bank acknowledges that 
for this to happen, there must 
be a "satisfactory solution to 
the lingering debt crisis.” 

Yet in the view of most econ- 
omists and African Govern- 


ments themselves, the debt 
burden remains a major obsta- 
cle to development. 

The efforts of recent years - 
including the Toronto agree 1 
ment is 1988 which gave the 
Paris Club Governments a 
"menu” of options for softer 
rescheduling terms, special 
facilities offered by the Inter- 
national Monetary Fund and 
the World Bank, and debt can- 
cellation - have been wel- 
comed. 

But the initiatives “fall far 
short of providing support ade- 
quate to restore sustained eco- 
nomic growth in Indebted 
countries," concludes a paper 


Rea! per capita growth in developing countries 




Real export performance of developing 
countries 
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on developing country debt, 
published last April by the 
Overseas Development Insti- 
tute, the London-based 
research body. 

Moreover, says the Institute, 
implementation of some of the 
initiatives has been delayed: 
they do not necessarily provide 
adequate funding; they are 
often too short-term; and they 
are dependent on controversial 
adjustment programmes. 

“Furthermore,” It continues, 
“the 2-3 per cent rise in world 
interest rates during 1988-89 
has cancelled out much of the 
relief the initiatives were 
intended to provide." 

There is a second critical fac- 
tor which will help determine 
the rate at which economic 
recovery in Africa takes place 
and poverty is alleviated: the 
level of foreign investment, 
along with managerial skills 
and technological advances. 

The continent's returns on 
investment have become 
increasingly uncompetitive. 
Hence the fall in British indus- 
trial investment, for example, 
from 4 JS per cent of net invest- 
ment abroad to 0.5 per cent. 

The reasons are not hard to i 
find. From being one-third 
higher than the level achieved 
by foreign investors in South 
Asia in the 1960s, returns fell 
to about one-tenth in the 1980s. 
Meanwhile investment costs 
are usually more than 50 per 
cent higher in Africa than in 
South Asia. 

Although many countries in 
sub-Saharan Africa have 
embarked on structural adjust- 
ment programmes, while at the 
same time rewriting or revis- 
ing their foreign investment 
codes, foreign business 
remains reluctant to return. 

“For many British transna- 
tional corporations in Africa, 
structural adjustment has 
come too late,” writes Mr Paul 
Bezrnel, an economics lecturer 
at the University of Zimbabwe. 

“Some are so ‘Africa weary* 
that they want to disengage 
completely.” 

The third factor critical to 
Africa’s recovery will be be the 
performance of its commodity 
sector, which in the past has 
been hit as much by domestic 
mismanagement as by weak 
international prices. By 1988 
Africa's market shares for 
cocoa, cotton, coffee and cop- 
per had fallen by between 20 
and 40 per cent of the 1970 mar- 
ket shire. 

If concern about the impov- 
erishment of Africa were 
accompanied by farther and 
substantial debt relief,- new for- 
eign investment accompanied 
by the management skills 
Africa so badly needs; and a 
recovery in commodity produc- 
tion were not set back by fur- 
ther falls in world prices, liv- 
ing standards will improve. 

This is an unlikely scenario. 
Most observers believe that the 
economic decline of subSaha- 
ran Africa win continue this 
decade. As Mr Robert McNa- 
mara. the former World Rank 
president, warned last June, 
the “nightmare" feared by the 
Economic Commission for 
Africa (the UN organisation 
based in Addis Ababa) is com- 
ing closer. 

“Africa is a continent in cri- 
sis and there is little reason to 
believe that current develop- 
ment programmes will reverse 
the adverse trends,” he told a 
meeting of the Africa Leader 
ship Forum. 

“The situation five years 
from now is likely to be worse, 
not better." 


Stephen Fidler on international debt 

Progress threatened 


THE RISE in oil prices brought 
about by ihe Iraqi invasion of 
Kuwait threatens to blow off 
course the strategy for dealing 
with the international debt 
problem. - - 

“If you'd asked me a few 
weeks ago about tbe debt 
issue. 1 would have said that 
progress, although slow, was 
being made. Now, this is far 
from clear.” says Mr Moeen 
Qureshi, Senior Vice President 
for Operations at the World 
Bank. The question of whether 
higher oil prices demand extra 
efforts from the international 
institutions will be widely dis- 
missed at this month's a nnu al 
meetings of the International 
Monetary Fund and World 
Bank in Washington. The prob- 
lem in analysing the effect of 
higher oil prices depends on 
how high prices go and how 
long they will stay there. 

However, there are only a 
minority of beneficiaries. 
Among the main highly-in- 
debted countries, the World 
Bank has identified only Vene- 
zuela, Mexico, Ecuador, 
Algeria and Nigeria as benefi- 
ciaries. For some such as 
Mexico, the results are equivo- 
cal: recession in the US - its 
main export market - would 
hurt the economy. 

The initial reaction in most 
industrial countries suggests 
that because the impact of the 
oil price rise is likely to be 
significantly less than of the 
two shocks of the 1970s, new 
initiatives - for example, a 
special oil facility from the IMF 
- do not appear warranted. 

Many believe it is possible to 
handle the extra demands for 
official finance through the 
established channels, for exam- 
ple tbe IMF Contingency and 
Compensatory Financing Facil- 
ity (CCFF) and the rules which 
allow for an expansion of 
access to IMF resources in spe- 
cial circumstances. 

Many of those countries with 
special problems arising from 
the crisis will also be helped, it 
is envisaged, through the US 
proposals which call for inter- 
national support both for its 
military effort and for affected 
economies. 

“One thing is sure,” said one 
monetary official last mouth. 
“We won't be calling on the 
commercial banks to recycle 
the OPEC surpluses." It was 
the 1970s recyclings of the 
OPEC surpluses which left the 
commercial banks with their 
problem loans in the third 
world. 

Tbe ability of US banks, in 
particular, to withstand the 
impact of bad Latin American 
loans has, in the view of many, 
guided the pace of the interna- 
tional debt strategy. By now, 
with one or two exceptions, if 
they had not compounded their 
balance sheet problems by 
making subsequent unwise 
loans at home, banks would 
have put the debt issue 
squarely behind them. 

It was against this back- 
ground that the Brady initia- 
tive - named after the US 
Treasury Secretary, Mr Nicho- 
las Brady - was- launched in 
March last year. The initiative 
envisaged for the first time 
official fending, from the IMF 
and World Bank and from 
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US Treasury Secretary 
Nicholas Brady 

bilateral donors such as Japan, 
to finance the reduction of a 
country's debt. It ended the 
focus on new lending by banks, 
although new bank loans were 
deemed stiff to be necessary, 
and paved the way, in effect, 
for a debtor country to default 
on its commercial bank obliga- 
tions without bringing confron- 
tation with creditors. 

The balance sheet on the ini- 
tiative shows it to have been a 
mixed success. The official 
sanction for debt relief has 
triggered a number of innova- 
tive approaches to bringing 
down many countries' debt 
burdens. It can be argued that 
in some countries, particularly 
Mexico, it provided an impor- 
tant psychological boost to 


Only a minority will 
benefit from higher 
oil prices 


efforts at economic reform. 
Indeed, some would argue that 
it has helped increase the com- 
mitment of some governments 
to economic reform, and it is 
only with this economic reform 
that the debt issue can be 
resolved. “Debt reduction and 
strong economic reform pro- 
grammes can be a very power- 
ful combination,’' argues Mr 
David Mulford, Undersecretary 
for International Affairs at tbe 
US Treasury. 

However, the progress bas 
been slower than many hoped. 
There have been a handful of 
beneficiaries - Mexico, the 
Philippines and Costa Rica, 
soon to be joined by Venezuela 
- and the financial benefits 
have fallen short of expecta- 
tions. 

The initiative was accompan- 
ied by a change in policy 
which allowed the IMF and 
World Bank to lend to coun- 
tries even while they were in 
arrears to commercial bank 
creditors. This change has 
brought much criticism from 
international bankers, who 
blame it in part for the sharp 
rise in arrears to banks - to 
around SaObn - that has taken 
place over the last two years. 

This question of financial 
discipline worries commercial 
banters, but also concerns a 
broader constituency in central 
banks and elsewhere. This is 
one concern too over the 
moves now gathering pace 


towards extending debt relief 
to countries with a high debt 
burden to foreign governments 
rather than commercial banks. 

However, having conceded 
that debt relief is necessary for 
countries with large debt bur- 
dens to commercial banks, it 
became increasingly untenable 
to hold that debt relief was not 
similarly desirable for coun- 
tries with a large debt burden 
to foreign governments. So far, 
few are arguing that the IMF 
and other multilateral Institu- 
tions should also be in the 
business of forgiving debt 

The way towards official 
debt forgiveness was paved at 
the Toronto economic summit 
in 1988. The so-called Toronto 
terms, initially applying only 
to the poorest countries has 
been widened to include other 
countries. It is likely to be fur- 
ther revised, because tbe bene- 
fits are so small - the interest 
savings to the 16 countries ben- 
efiting from the Toronto terms 
amount to a total 345m annu- 
ally, the IMF estimates. 

The focus is also on the 
so-called lower middle-income 
debtors, a group including 
countries as diverse as 
Jamaica and Poland. Less than 
one-quarter of Poland’s foreign 
debt of $40bn is owed to banks, 
and it is expected to require 
some kind of official debt for- 
giveness by tbe end of March 
where its current moratorium 
agreed with the Paris Club of 
creditor governments ends. 

Official debt relief is also an 
important part of President 
Bush's Enterprise for the 
Americas initiative. This calls 
for a reduction of as much as 
50 per cent in up to $7bn of US 
aid loans to Latin America. 
The US will treat part of the 
interest paid by countries 
meeting certain economic con- 
ditions as principal repay- 
ments, and allow concessions 
on interest so that some can be 
paid in local currency - into a 
trust fund to use, for example, 
in Local environmental pro- 
jects. 

Up to $5bn of commercially- 
priced trade debt will also be 
eligible for debt relief, though 
more modest: 10-15 per cent 
may be sold for projects such 
as debt-for-nature swaps. From 
the US point of view, this has 
the advantage of being revenue 
neutral 

Since every country 
accounts for its official debt 
differently, the US idea cannot 
be made generally applicable. 
Neither would forgiveness on 
this scale mate much differ- 
ence for countries such as 
Poland. Indeed, the potential 
impact of official debt forgive- 
ness on the budgets of the 
industrialised countries will 
clea rly act as a con tinuing con- 
straint to furthering such ini- 
tiatives. 

. Moreover, further official 
debt forgiveness is likely to 
call into question the value of 
export credits as a means of 
transferring resources to the 
developing world. If this lowers 
th e -flo ws of fends, it may be a 
jrorrying development for the 
third world which, because of 
the retreat by commercial 
banks from lending, ha s 
become increasingly dependent 
on official sources of finance. 
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William Duliforce on world trade 


Gatt delegates in race to 
beat December deadline 


■ HE RULES that will gove 
world trade in the iggol a 
possibly into the 21st centui 
wm be decided in the next 
weeks. 


Tinie is running out for the 
Uruguay Round, the biggest- 
ever global trade negotiation 
launched four years ago by 
jnore than ioo Governments. 
The aim is to roll beck protec- 
tionism and re-establish uni- 
versal free trade as the guiding 
principle of the multilateral 
trading system. 

The outcome remains uncer- 
tain. Since July. Governments 
have been parrotting the decla- 
ration by the leaders of the 
seven big industrial nations at 
their summit in Houston that 
the success of the Round “has 
the highest priority on the 
international economic 
agenda”. 

Yet in the negotiating arena 
at the General Agreement on 
Tariffs and Trade (Gatt) in 
Geneva, delegates are only too 
aware of the differences that 
remain to be resolved in such 
crucial areas as agriculture. 


services, textiles and intellec- 
tual property rights. Talks on 
tighter rules for Gatt that 
would trim the claws of protec- 
tionist governments hang in 
the balance. 

There is no guarantee that 
negotiators will be able to 
assemble a coherent package of 
results from the IS separate 


The Uruguay 
Round aims to 
re-establish 
free trade 


subjects under discussion by 
the first week in December, 
when trade ministers are due 
to meet in Brussels to complete 
the Round. 

Already, multinational com- 
panies have started to assess 
the effect on their operations of 
a division of the world into 
regional trading blocs. 

Some American corporations 
regard such a scenario as 


entirely plausible. They sus- 
pect. despite denials from, 
among others, Mr Frans 
Andriessen, the European 
Community's external affairs 
commissioner, that the EC’s 
will to conclude a multilateral 
trade deal has been dulled. 

They point to the Commu- 
nity's preoccupations with its 
relations with eastern Europe; 
the establishment of its own 
single market by 1993; talks 
with the six countries of the 
European Free Trade Associa- 
tion on the creation of a “Euro- 
pean Economic Space"; and the 
intractability of adjusting the 
EC Common Agricultural Pol- 
icy to demands for liberalisa- 
tion of world form trade. 

President George Bush's 
offer in June to negotiate a free 
trade partnership with the 
whole of Latin America (the 
US already has a similar agree- 
ment with Canada) increased 
fears that the world would 
split into closed, competing 
trade blocs if the Uruguay 
Round failed to deliver a new 
global trade order. 


Such a result would deepen 
the plight of struggling Third 
World countries, especially in 
Africa. Even more dynamic 
developing countries in Asia, 
whose growth has hinged on 
trade under the existing Gatt 
system, worry about being left 
out Mr Lee Kuan Yew, Singa- 
pore's Prime Minister, has 
voiced fears that the Asians 
would be “quarantined'' into a 
Japanese yen bloc and 
excluded from European and 
American markets. 

Mr Neal Blewett, Australia's 
trade negotiations minister, 
worried that the Gulf crisis 
could distract attention from 
the Uruguay Round, warned 
last month that failure would 
provoke rampant protection- 
ism and commercial wars. 

However, talk of trade anna- 
geddon is premature. If state- 
ments of intent are taken at 
face value and the political will 
persists in Washington and 
Brussels, trade ministers can 
still inject growth impulses 
into the world economy in 
December by enlarging and 



Agriculture remains a key Issue: French farmers protest against East German imports in front of the European Parliament 



confirming an open trading 
system. 

Recognising that the Round 
was running far behind sched- 
ule, the major trading nations 
agreed at the end of July on an 
accelerated and strict working 
programme. By October l, 
countries have to table full 
details of their current agricul- 
tural subsidies. From October 
8, senior trade officials from 
capitals must be in Geneva 
with full powers to negotiate 
and conclude agreements. 
October 15 is the deadline for 
governments to submit offers 
to cut farm supports and to 
open general access to their 
markets through tariff reduc- 
tions and the removal or eas- 
ing of non-tariff barriers to 
trade. 

A breakthrough on agricul- 
ture remains the key to suc- 
cess. The US Administration 
and the Governments of the 14 
farm exporting nations in the 
Cairns Group have emphasised 
that a substantial reduction in 
trade-distorting farm assis- 
tance is a sine qua non for a 
new international trade order. 
Earlier this year the OECD put 
the potential dividend from lib- 
eralisation of farm trade at 
more than $200bn a year in 
savings to taxpayers and con- 
sumers. 

Present agricultural systems 
are so entrenched and the 
issue so politically sensitive 


that the potential dividend is 
not a realisable target for the 
1990s. But the OECD estimate 
illustrates the growth-stimulat- 
ing release of resources - in 
farm-exporting developing 
countries as well as the indus- 
trialised world - that could 
follow a substantial, if partial, 
cut in form subsidies. 

The principal obstacle to an 
agriculture agreement has 
been the EC's reluctance to 


adjust its Common Agricul- 
tural Policy in any fundamen- 
tal way. In July, the Commu- 
nity undertook to negotiate 
seriously progressive, substan- 
tial reductions in support 
Putting farm trade under 
Gatt free trade rules is, how- 
ever, only one of several major 
objectives for this most ambi- 
tious of Gatt rounds. Others 
are the liberalisation of the 
$600bn per year trade in ser- 
vices and a global harmonisa- 
tion of intellectual property 
rights which could stimulate 
trade in high technology prod- 
ucts such as pharmaceuticals 
and electronics. Talks in both 


areas had become mired down 
in July. 

The Round also aims at a 
fundamental overhaul of the 
Gatt system. For a provisional 
arrangement cobbled together 
in 1948, Gatt has served the 
world economy remarkably 
wall through its most-favoured- 
nation principle, under which 
any trade advantage granted to 
one country must be uncondi- 
tionally accorded to all other 


Gatt members. 

Trade consistently grew fos- 
ter than world output in the 
1950s and 1960s, providing an 
important stimulus to growth. 
From the 1970s, however. 
Gatfs influence flagged and its 
limits were exposed. 

Governments, under domes- 
tic pressures, circumvented 
Gatt principles by concluding 
bilateral voluntary export 
restraint agreements in cars, 
steel products and electronic 
consumer goods, and by sub- 
sidising their own producers. 
More recently, in the 1980s, 
there has been a surge in anti- 
dumping actions against 


imported goods allegedly being 
sold at prices lower than those 
charged on domestic markets. 

Moreover, Gatt has suffered 
from an aberration over trade 
In textiles and clothing, which 
has been governed, in contra- 
diction of Gatfs basic princi- 
ples, by a Multi-Fibre Arrange- 
ment based ou import quotas. 
Removal of this anomaly is a 
central objective for developing 
countries. 

Several sets of negotiations 
in the Round some close to 
agreement, aim to “deblock” 
the Gatt system, strengthening 
its ability to settle trade dis- 
putes and enhancing its 
authority. 

Final success depends, first, 
on settling the agricultural 
issue and, second, on negotia- 
tors being able to achieve a 
series of trade-offs among the 
complexity of varying inter- 
ests. 

The EC, for example, is mak- 
ing the opening of its textiles 
market conditional on tighter 
rules against circumvention of 
anti-damping duties, which are 
strongly opposed by Japan, 
Hong Kong, Singapore and 
South Korea. 

Tough political decisions will 
be needed over the next 10 
weeks to bring a coherent 
result from this tangled situa- 
tion. The prize is a growth- 
stimulating opening up of the 
global trading system. 


There is no guarantee that negotiators 
will be able to assemble a coherent 
package of results from the 15 separate 
subjects under discussion 


EC members differ over EMU timetable, writes David Buchan 


New uncertainties slow 


Europe’s progress to union 


THE MOMENTUM over the 
past year towards economic 
and monetary union (EMU) in 
Europe seems to have been 

All EC states, except Britain, 
still favour the ultimate goal of 
t charing a single currency run 
by a federal central banking 
system. Formal treaty negotia- 
tions on creating EMU will 
start In December. But new 
uncertainties about higher oil 
prices and German unification, 
and old arguments for eco- 
nomic convergence and 
resource transfers to accom- 
pany or precede monetary 
i minn. are combining to make 
several of Britain's EC part- 
ners cautious about the pace at 
which they precede to EMU. 

The picture has been further 
muddied by UK Chancellor Mr 
John Major’s plan to promote a 
“hard" version of the European 
Currency Unit (Ecu) which 
could evolve, by popular 
argiaim and market demand 
rather than by formal treaty, 
into Europe's common cur- 
rency. The Major plan has no 
outright supporters, but some 
other Governments find 
aspects of it intriguing enough 
to incorporate into their own 
pinna , in particular, Mr Carlos 
Solchaga, the Spanish Finance 
Minister, has seized upon the 
“hard Ecu" scheme to make it 
the centrepiece of a late and 
long transition period, with 
EMU proper beginning in the 
next century- 

The Delors plan (after Mr 
Jacques Delors, President of 
European Commission) for a 
three-stage move to Emu 
remains the main blueprint on 
the drawing board, but the 


Portugual and 
Greece worry that 
they may not 
survive in EMU 


i it prescribes for 
i a final single cur 
is long as a piece of 

2 tme clear when EC 
[inisters met in Rome 
this month and 
divided into three 
the issue of timing- 
question is when the 
, move from the pres- 
■m of co-operation 
mtonomous national 
anks (through the 
Monetary System) to 



Above: Bundesbank President 
Karl -Otto Pfihl and, right, 
President of the European 
Commission Jacques Delors 

a second phase, in which an 
embryo of the eventual Euro- 
pean System of Central Banks 
(ESCB) would be set up to 
assume responsibility from 
national central banks (which 
would only become legally sub- 
ordinate to the “Eurofed” in 
the final Stage 3). 

France, Italy, Belgium, the 
European Commission Itself, 
and to a lesser extent Den- 
mark, Luxembourg and 
Ireland, form the “full steam 
ahead” camp. They believe 
that closer monetary co-opera- 
tion, even union, can precede 
full economic convergence 
between the EC states. 

They do not dismiss the need 
for all members of a monetary 
union to get their inflation 
rates and public deficits down. 
But they argue that a mone- 
tary straitjacket can provide 
just the right discipline to 
achieve such economic conver- 
gence. In support, they cite the 
superior performance of the 
nine EC states whose curren- 
cies are in the EMS’ exchange 
rate mechanism over the three 
- Britain, Portugal and Greece - 
that are still outside it 

These last three countries 
form the core of the “go-slow" 
group. The Portuguese and 
Greeks are genuinely worried 
about how they might survive 
economically in monetary 
union, though they do not, or 
dare not, object to it as the 



eventual goal. Therefore they 
want no timetable set to EMU. 
Spain, with its bigger and more 
buoyant economy, is happier 
with EMU. but on a delayed 
timetable. 

All three southern states 
want EMU to be accompanied 
by more money from richer EC 
members. Mr Delors, however, 
is firmly against this. Any- 
thing smacking of compensa- 
tion would imply that EMU is 
inherently bad for certain EC 
economies. The richer coun- 
tries (including Britain) would 
almost certainly refuse to add 
to EC structural economic aid 
funds. Under a 1983 agreement, 
these are already set to double 
to Ecus I4bn per year by 1993. 
Total EC aid, including agricul- 
tural support, now accounts 
for, respectively, 5.1, 5.9 and 2.3 
per cent of the GNPs of Greece, 


Ireland and Portugal 

In unholy tactical alliance 
with the southern states is the 
British Government. It does 
not share with them, or any of 
its 11 EC partners, the final 
goal of a single currency; even 
if it did, it would not support 
their desire tor a greater shift 
in EC resources from rich to 
poor. 

The Germans and the Dutch 
are the “perfectionists*, in the 
sense that they would like to 
see the Delors report followed 
to the letter. This report was 
produced last year by a com- 
mittee largely composed of cen- 
tral bank governors, chaired by 
the Mr Delors but with Mr Karl 
Otto P6hl, the Bundesbank 
president, the dominant influ- 
ence. 

Two key themes of the 
report, from which Mr Delors 
has since sought to disassoci- 
ate himself and the Commis- 
sion, are the stress that it lays 
on tiie need for economic poli- 
cies and performance to con- 
verge in parallel with steps to 
EMU, and for binding rules on 
states' budget deficits. 

At the September meeting in 
Rome, Mr Theo WaigeL the 
German Finance Minister, and 
Mr Pfihl warned that any 
attempt to construct monetary 
union without prior conver- 
gence between EC economies 
would be a house built on 
sand. The risk of letting the 
Community's monetary ambi- 
tions run ahead of economic 
convergence had already been 
highlighted in the 1970s with 
the sorry history of the 
“snake". Mr Pfihl and Mr Wei- 
gel also made clear that, in a 
monetary union, they want 
Governments to be subjected 
to more than mere words from 
their EC partners if they run 
excessive deficits. 

These are, of course, the men 
who must deal with the eco- 
nomic consequences of Ger- 
man monetary union, and they 
know that accusations that 
tbey are sacrificing the D-Mark 
on the altar of European unity 
will be thrown at the Bonn 
Government in the coming 
German election campaign. 

On the face of it, the “go- 
slow” and “perfectionist" 
camps might seem to be on the 
same side. Britain and Ger- 
many are at one in stressing 
the need for economic conver- 
gence. But. ironically, no coun- 
try is less interested in half- 
way moves to EMU. such as 
development of the hard Ecu, 
than Germany. 


BJVIi 

BANK MELLI IRAN 



Tradition, 


Discretion , 


Expertise , 


Internationalism . 



We are pleased to announce our 62nd anniversary 




BANK MELLI IRAN 

The Largetl CMmcrdal Bash In the Middle Em 
Head Office: 

P.O. Box 11365-171, Ferdowsi Avenue. Tehran. Iran. 
Telephone: 3231 (45 lines). 

Telex. 212481: 212890 . 215279; 215058: 215866-68: 

Forex 213480: 214220: 214104. Telegrams: Bonkmelb ~ 

International Network: 

London. New York. Los Angeles. Tokyo, Hong Kong. 
Paris. Hamburg. Frankfurt. Munich. Dusseldorf. Moscow, 
Manama. Muharraq, Dubai. Abu Dhabi. Al-Ain. 
Sharjah. Ras-AI-Khaimah. Fujairah. Cairo. Muscat. 


i 


I 

1 

i 

i 

1 

e 

i 

X 

l 

0 

n 

u 


e 


ei 


a 

»- 

t- 

n 

5 


T*®i**Y STBoSE’P'trSBa 



* 



IV 


FrNANCIAL TIMES MONDAY 24 SEPTEMBER 1990 


(world ECONOMY 4 ) 

The vast bills run up in the Reagan era have fallen due, writes Anthony Harris in Washington 

The US: whatever happened to the long expansion 


IN THE first days of July an 
alarming purported Leak from 
the White House began to cir- 
culate among economists. 

An industrial delegation, it 
was said, bad met something 
like despair at the state of the 
economy. The property market 
downturn, the growing reces- 
sion in the populous north- 
eastern quarter of the country, 
reports of growing strain on 
the banks and the slow foil in 
real consumer spending were 
just becoming evident. What 
had happened to the long 
expansion? 

The rumours were dis- 
counted at the time; the con- 
sensus view was still quite 
cheerful, as were the public 
statements of Administration 
officials. 

It was not long, though, 
before President George Bush 
astounded and divided his own 
party by announcing that he 
would eat his best known 


White House alarm 
over the economy 
has become 
generally shared 


words in the election cam- 
paign, and discuss a budget 
package including tax 
increases. 

Only in this way. it was 
argued, could confidence be 
restored, strain on the credit 
markets reduced, and the 
expansion be saved. 

The President’s judgement 
about the markets was quickly 
confirmed when the Federal 
Reserve moved shortly after- 
wards to cut interest rates by a 
mere 23 basis points, to oSset 
the tighter lending criteria 


which the banks were apply- 
ing. The markets responded by 
selling bonds, so that long 
term rates, which determine 
the debt service burden on the 
federal budget, rose to 9 per 
cent. Equity markets suffered a 
slow-modon crash. 

Then, as the Fed seemed 
ready to risk another modest 
easing, the Gulf crisis erupted, 
and both policy and the mar- 
kets have been in near-paraly- 
sis. 

The reported White House 
alarms about the economy 
have become generally shared. 
This is only partly due to the 
Gulf. After an initial shock, 
and an episode of oil -company 
bashing, most economists 
share the view robustly stated 
on September 6 by Mr Jerry 
Lasinowski, President of the 
National Association of Manu- 
facturers (NAM). "While it’s a 
crisis in a political and human 
sense, 1 think it is an overstate- 
ment to call it a crisis in an 
economic sense” he said. 

Mr Lasinowski argued that 
the price impact would be 
quickly absorbed and US com- 
petitiveness might actually be 
unproved, since the impact on 
trading partners would be 
greater than on an economy 
which is about 50 per cent 
self-sufficient in oiL The NAM 
forecast a short, shallow reces- 
sion - “extremely mild, the 
mildest since the 1960s" - fol- 
lowed by a rebound in 1991. 
Non-oil imports would fall dur- 
ing the recession, and a further 
decline in the dollar was likely. 
“We still get an improvement 
in the trade balance," he said. 

It is no accident that this 
cheerful view comes from the 
manufacturing sector. Manu- 
facturing has most to gain 
from export growth, from a 
weak dollar, and indeed from 
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military spending in the Gulf. 
Inventories are under control, 
labour costs subdued, energy 
efficiency high, and order 
books close to an all-time peak. 
Above all, it is least embroiled 
in the crisis of debt and asset 
values which has devastated 
the real estate market, the 
banks and broking houses, and 
exposed over-leveraged compa- 
nies of every kind. 

In all these respects, any 
recovery in 1991 will be the 
reverse of the the Reagan 
boom, based on rising asset 
values, a lax budget, and a dol- 
lar so strong that it nearly 
wiped out those most exposed 
to import competition. For 
manufacturers it could echo 
the recovery after the 1987 
stock market crash, led by 
export growth. 

It is likely to be a pale reflec- 
tion. though: exports are grow- 
ing at only a third of their 
remarkable pace then, and 
domestic demand is flat (and 
likely to remain so). 

If the Gulf crisis intondfres , 
and causes a genuine oil shock 
in the importing economies of 
the USA’s trading partners in 


Europe and Asia, the recovery 
could peter out 

There is another pale reflec- 
tion, though, haunting the rest 
of the US economy: that of 
1929, and a reversal of credit- 
fed asset price inflation. The 
collapse of the junk bond mar- 
ket and the plight of the banks 
has been telling the financial 
story for some time- It is short 
of a catastrophe thanks to sen- 
sible credit limits in portfolio 
investment, and the deposit 
insurance system which, 
nnHke 1929. transforms private 
loss into an addition to the 
national debt 

But the impact on the rest of 
the economy has only jnst 
begun. Construction output 
for example, is still rising in 
money terms (though some 
100.000 jobs have already been 
lost) but new starts in housing 
have fallen by more than a 
third in two years, while new 
commercial development is at 
a standstill on the eastern sea- 
board, and falling rapidly in 
the golden west. As existing 
projects are completed, to 
become a nightmare for those 
who financed them, activity 


seems certain to fall steeply. 

In the consumer market, the 
effect is more evident. Con- 
sumer have treated Wall 
Street’s troubles with detach- 
ment (this was the surprise of 
1987, and direct personal hold- 
ings in the market fell steeply 


Any recovery in 
1991 will be the 
reverse of the the 
Reagan boom 


after that incident). 

Personal bankruptcies are at 
a post-war record, bnt still 
mercifully low; but the eager 
borrowing of the Reagan era is 
over. 

Consumer debt has for some 
time been growing more slowly 
than incomes - the counter- 
part of the steady (and largely 
unforecast) increase in per- 
sonal saving. This reflects not 
only reluctance to get into 
debt, but insecurity - about 
house values and job pros- 
pects. The ratio is likely to go 


on recovering towards its 
norms of the 1970s, when 8-10 
per cent of income was saved 
rather than the current 6 per 
cent or so, both because of cau- 
tion and the ageing of the Thir- 
ty-something generation into 
the balanced forties and high- 
saving fifties. 

It is the troubles of corpora- 
tions, though, which are dom- 
inating the economic prospect 
(not to mention the troubles of 
the banks). The corporate sec- 
tor bought in more than S500bn 
of its own equity in the 1980s, 
either in the course of take- 
overs or as protection against 
them; balance sheets are rid- 
dled with debt. The results can 
be seen most dramatically in 
property development, which 
is in acute distress, in the de- 
regulated airlines and in retail- 
ing, where trading margins are 
fairly normal but net profits 
have been halved in a year as 
cash flow is eaten up by debt 
service. 

The corporate economy has 
largely embarked on a debt 
work-out - sometimes super- 
vised under Chapter 11 of the 
bankruptcy laws, but generally 
voluntary, like the balance- 
sheet drive of British industry 
a decade ago. It is this which is 
ensuring that new buildings 
stand empty, is pinching 
spending on plant and machin- 
ery. and is even threatening 
the civil aircraft boom. Such 
adjustments are by nature 
slow, and will be slower than 
usual this time. 

The vast bills run up in the 
Reagan era have fallen due, 
and although the recession 
may well be shallow, it is not 
easy to believe in the bounce- 
back promised by economists 
whose models, like the econ- 
omy they represent, are weak 
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President Bush: about to renege on ‘no new taxes' pledge? 


Gould Japan's economy turn sour? Ian Rodger investigates 

Tough monetary policy begins to bite 


JAPAN'S economy has 
performed so strongly for so 
long that it is difficult to imag- 
ine it turning sour. 

It is now in the 46th month 
of an uptrend, the second lon- 
gest since the war, and most 
economists forecast that the 
boom will continue for some 
time yet. 

For the current year, real 
growth of nearly 5 per cent is 
widely expected, in spite of the 
impact of the Gulf crisis. 

However, even before Iraq’s 
invasion of Kuwait, clouds 
were beginning to gather. 
Inflationary pressures, particu- 
larly from labour shortages, 
have become the main preoccu- 
pation of the authorities, and 
the Bank of Japan's monetary 
policy squeeze appears to be 
beginning to stifle corporate 
capital spending, which has 
been one of the main sources 
of growth. 

Some economists suggest 
that the economy could peak 
and turn down in the first half 
of next year. 

Undoubtedly, the major 
event in the Japanese economy 
this year has been the abrupt 
change in the authorities’ 
approach to monetary policy, 
coinciding with the promotion 
in late December of Mr 
Yasushi Mieno to the position 
of Governor of the Bank of 


Japan. 

Mr Mieno immediately made 
clear his displeasure with the 
sharp rises in share and prop- 
erty prices over the previous 
three years and his anxiety 
about new inflation pressures 
and excessive money supply 
growth. 

The consumer inflation rate 
in Japan is only about 2.5 per 


Labour shortages 
have become 
acute, which could 
push up wages 


cent, but labour shortages 
have become acute. 

The jobs offered to job seek- 
ers ratio in June reached an 
extraordinary 1.47 to 1 leveL If 
the shortage continues, compe- 
tition for labour will become 
more intense, pushing wages 
up. 

Meanwhile, money supply 
has been growing at 12 per 
cent or higher in recent 
months, although it has been 
distorted by shifts in saving 
patterns caused by deregula- 
tion of bank interest rates. 

Since his arrival. Mr Mieno 
has raised the official discount 
rate (ODR) three times (the lat- 
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est in August, bringing it to 6 
per cent, the highest since 
1980) in an attempt to dampen 
these tendencies. 

The first effect of this 
squeeze was to close the gap 
between Japanese and US 
interest rates, and recent fig- 
ures show that flow of capital 
from Japan to the US has come 
to a halt. 

Japanese investors regis- 
tered net sales of $$-9bn in US 
securities in the first half of 
this year, according to figures 
compiled by the Japanese Min- 
istry of Finance. 

BoJ officials have claimed 
that the possible impact of 
their policy on US interest 
rates is not uppermost in their 
minds. 

This is a stark contrast to 
their easy money policy of the 
mid- and late 1980s, which was 
aimed mainly at preventing a 
dollar collapse, and begs the 
question of whether it could be 
sustained if the US economy 
went into recession. 

Higher interest rates also 
played a big part in the col- 
lapse of the Tokyo stock mar- 
ket this year. 

Again, in contrast to past 
behaviour, BoJ and Ministry of 
Finance officials have gone out 
of their way to say that they 
are unconcerned. 

Indeed, in the spring, when 
the slump appeared to have 
come to an end, one senior BoJ 
nffjeifli suggested that the mar- 
ket had not fallen as much as 
he would have liked. 

Mr Mieno added to the 
impression of toughness earlier 
this month when he told for- 
eign journalists in Tokyo that 
he would welcome a gradual 20 
per cent fall in property prices, 

The flow of capital 
from Japan to the 
US has come to a 
halt 


despite the pressure such a 
development might put on 
some financial institutions. 

The stock market crash has 
already put heavy pressure on 
the banks. 

A large portion of the capital 
base of Japanese banka con- 
sists of unrealised profits on 
shares of client companies pur- 
chased long ago. 

The value of those unreal- 
ised profits has, of course, 
dropped substantially this 
year, undermining the hanks ’ 
capital ratios. 

Leading banks had began to 
take a mote austere attitude to 
their Customers early this year, 
but in recent weeks they have 
sharply curtailed hew loan 
activity, and asset growth has 
virtually disappeared. 

As Japanese industrial com- 
panies are flush with cash 
after four boom years, this 
credit squeeze is having no 
i mme dia te Impact on their cap- 
ital spending plans. 

Recent surveys suggest that 
corporate capital spending 
growth this year will be in dou- 
ble figures for the third year in 
a row. 

However, many economists 
believe the sQUeeze - along 
with other factors, such as 
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cent next year. He cites a 
recent flattening in machinery 
orders as an early indicator of 
the trend. 

Another effect of tightened 
monetary policy has been a 
strengthening of the yen in 
recent weeks. 

This has been welcomed by 
the authorities and, if sus- 
tained. could have a number of 
positive effects. Not only would 
it reduce the inflationary pres- 
sure coming from imports, it 
could also dampen the trou- 
bling growth of exports over 
recent months. 

The outlook for the trade 
and current account surpluses 
has been clouded by the Gulf 
crisis, with estimates for the 
current account surplus in the 
fiscal year to March 31, 1991 
ranging around S40bn, com- 
pared with $53.4bn last year. 
However, the all-important 
trade surplus with the US will 
remain high, leaving economic 
policy vulnerable to political 
pressure from the US. 

And that is the big question 


The stock market 
crash has already 
put heavy pressure 
on the banks 


Y&ttushJ Mieno, Governor of the Bank of Japan 


slowing profit growth - will 
make companies much more 
careful In setting their capital 
budgets for next year. 

Within days of Iraq’s inva- 
sion of Kuwait, analysts real- 
ised that the direct impact of 
higher oil prices on the Japa- 
nese economy would be mod- 
est Energy conservation mea- 
sures taken since the first oil 
shock in 1973 have made Japan 
an extremely efficient user of 
energy. 

Thus, while the first oil 
shock knocked 6 per cent off 
GNP growth, nobody expects 
recent prices to shave off even 
l pa- cent. 

The concerns are of more 
indirect impacts. Many indus- 
trialists fear that oil price 


increases will have a substan- 
tial negative effect on the econ- 
omies of other major countries 
and thus weaken export mar- 
kets. 

Second, they fear that the 
BoJ will continue to push tv 
interest rates out of concern 
about the impact of higher oil 
prices on domestic inflation. 

If both these fears material- 
ise, they too would make 
industrialists more wary of 
committing themselves to big 
capital spending projects next 
year. 

Mr Robert Feldman of bro- 
kers Salomon Brothers in 
Tokyo forecasts that corporate 
capital spending growth will 
tumble from an estimated 10.7 
per cent this year to 4.4 per 


mark over current economic 
policy. If it produces a signifi- 
cant slowdown at a time when 
other major economies are also 
weakening. Japan will come 
under great pressure to play a 
locomotive role. 

The Ministry of Finance will 
undoubtedly moan that It has 
to avoid de ficit financing, but 
as Japan has the lowest net 
debt position of any country in 
the OECD, this argument will 
not be sustained. 

Moreover, in the Structural 
Impediments Initiative (SO) 
talks e arlier this year, the Jap- 
anese Government committed 
itself to large public works 
expenditures in a counter-cycli- 
cal way over the next decade. 

Similarly, current tight 
money policy will be difficult 
to sustain if it becomes appar- 
ent in the next few months 
that it vs forcing the US to 
raise interest rates at a time 
when the US economy is weak- 
ening. 

Many in Tokyo are surprised 
that this pressure has not 
already materialised. 
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Will merger mean triumph or crisis? David Marsh reports 

Germany discovers the 
price of reunification 


RAPIDLY-UNIFYING Germany 
is Straddling a thin line 
between triumph and crisis. 
The merger of the two states 
which takes effect on October 3 
is bringing an unparalleled 
economic transition to the 
eastern half of the country - 


East Germany 
faces a period of 
brutal economic 
transformation 


an area run on totalitarian 
lines between Hitler's take- 
over in 1933 and last autumn’s 
bloodless revolution. 

In the long term, German 
reunification is condemned to 
succeed. In a state take-over 
which in the past has been wit- 
nessed only as a result of war 
or annexation, an iniiision of 
West German money, talent, 
know-how and ideas is bound 
to produce an economic boom 
east of the Elbe. The drawback 
is that, over the shorter term. 
East Germany faces a period of 
brutal economic transforma- 
tion which could spill over 
towards dampening the other- 
wise healthy prospects of the 
rest of the country. 

As it stands, Germany is ide- 
ally poised to turn the long-de- 
sired goal of unity into an eco- 
nomic success story. West 
Germany is now in its eighth 
successive year of recovery 


after the 1981-82 downturn, 
with gross national product 
this year due to rise by 4 per 
cent, the same as 1989. The 
country has emerged from the 
growth doldrums of the mid- 
1980s. The economic stimulus 
of unification has been calcu- 
lated to be adding an extra per- 
centage point per year to West 
German GNP - representing a 
supply- and demand-side boost 
to the whole of Europe. 

In East Germany, the picture 
could not be more different. 
Ironically, as 40 years of divi- 
sion are being overcome, a 
colossal economic split is open- 
ing up. East German GNP Is 
expected to fall by about 10 per 
cent this year, an inevitable 
result of closure of inefficient 
companies caused by the eMU 
wind of competition after the 
introduction of the D-Mark on 
July 1. 

Latest figures suggest that 
the decline could be even 
greater. Industrial production 
in East Germany fell by 42 per 
cent in July compared with 


‘It Is necessary to 
go through a 
process of creative 
destruction’ 


July 1989. Government officials 
in Bonn admit that ministers, 
from Chancellor Helmut Kohl 
downwards, have been taken 


aback by the speed and com- 
pleteness of the East German 
economic collapse. 

A favourite theme of Ger- 
man managers and economists 
is that East Germany during 
the next year or so must tra- 
verse a “valley of tears”. If the 
process runs relatively 
smoothly, Mr Kohl - the first 
Chancellor of a united Ger- 
many since 1918 - will reap 
huge benefits in both human 
and political terms. But if East 
Germany proves unexpectedly 
resistant to the new doctrines 
of the market-place, not only 
the German economy, but also 
the whole of the continent. Is 
likely to suffer. 

Mr Kohl says October 3 will 
be “a day of joy” for all Ger- 
mans. But he has coupled this 
with repeated warnings in 
recent weeks that the adjust- 
ment from Communism to cap- 
italism will be "anything but 
easy". Sobriety has been 
increased by anxieties about 
the effects of the Gulf crisis. 
But even before the Iraqi inva- 
sion of Kuwait, one key Bonn 
official went to pains to warn 
against Schadenfreude abroad 
about the potential problems 
faring Germany. Referring to 
the still greater adjustment dif- 
ficulties in other parts of east- 
ern Europe, he said: "If we can- 
not make a success of 
reunification, who is likely to 
succeed anywhere else?” 

The West German Econom- 
ics Ministry commented in its 
August monthly report that 


the sharp increase In unem- 
ployment and short-time work- 
ing in East Germany was “not- 
surprising”. In August, 381.000 
were out of work, while l.4m 
were on short-time, many in 
enterprises facing bankruptcy 
- a massive psychological 


Some selective 
Increases in taxes 
and levies look 
almost certain 


challenge in a state which, 
under the highly inefficient 
Communist system, was used 
to nominal full employment. 
Dnemploymeot in West Ger- 
many, meanwhile, has been 
falling steadily, and in August 
was around 13m. 

“It is necessary to go 
through a process of 'creative 
destruction’ in which unprofit- 
able jobs disappear and are 
replaced by new ones in com- 
petitive companies," the minis- 
try said. Destruction, however, 
precedes creation, and there 
has been much bitterness east 
of the Elbe at the sluggish pace 
of new investment by big West 
German companies. The resig- 
nation in August, after only 
five weeks in the job, of Mr 
Seiner Gohlke, the head of the 
Treuhand agency supervising 
8,000 sickly East German enter- 
prises, was a sharp blow to 
confidence. 


France is suffering from the slowdown, writes George Graham 


Socialist government 
shows its monetarist slant 


FRANCES Socialist 
Government was not wholly 
thrilled this spring to be bailed 
by the Financial Times as 
more monetarist than Mrs Mar- 
garet Thatcher. 

The compliment may have 
been double-edged, but it was 
stiff a compliment, and was 
greeted as a welcome recogni- 
tion that after all its efforts 
since the policy about-turn of 
1983, France had joined the 
ranks of the hard currency 
nations. 

Prospects for growth, infUt- 
tion and even unemployment 
placed France among the 
industrialised world’s stron- 
gest economies. 

Six months on. the outlook Is 
structurally the same, but fore- 
casters are much more cau- 
tious about how high French 
growth can go and how low 
French inflation. 

The shock to oil prices pro- 
voked by Iraq's invasion of 
Kuwait helped to draw back 
the curtain, but the signs were 
already becoming evident that 
France was suffering more 
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Forecasters are 
more cautious 
about growth and 
inflation 


than had been expected from a 
slowdown in world economic 
activity. 

lnsee, the state economics 
institute, announced at the end 
of August that growth in the 
first six months of 1990 had 
reached only 0.6 per cent, less 
than half the 13 per cent it had 
been predicting only six weeks 
earlier. _ . 

Consumption contin ued to 
grow, but company investment 
and exports, the most Impor - 
tant motors for French growth 
in the last two years, went 
sharply into reverse in the sec- 
ond quarter. , . 

“Begun in the spring of 1989, 
the slowdown now appears 
more marked than had been 
foreseen: average growth oi 3 
per cent for 1390 thus appears 

very difficult to achieve, lnsee 
commented. 

French economists generally 
agree that the oil shock experi- 
enced so far since the invasion 
of Kuwait is modest compared 
with those of 1973-74 or 19TM30, 
especially since the weakening 
of the dollar limits the impact 

in French franc terms. 

They also agree that tne 
economy is now much less 
nerable to the effects of such a 

shock. . _ 

In 1973, petroleum products 
accounted for 69 per cent of 
total French energy consump- 
tion, but by 1979 tiie propwtem 
had been reduced to 56 per 

cent and last ye^^oichoti 

dependency stood at only 
per cent. This is due iaigely to 
the massive French ““cjear 
energy programme. 

and hydro-electric power 
accounted for anjrfhirf of total 
energy consumption last year, 
compared with 8 per ceDt 111 

tance of Iraq 

suppliers has diminished in the 
lastfew years, mostly in 



on long enough, and that it is 
time for the Government to 
show that it is still socialist 
For the time being, Mr Bere- 
govoy appears to have won the 
argument, with President 
Francois Mitterrand coming 
down firmly on his side. All 
the same, the Government 
faces a stiff debate with its 
own supporters in Parliament 
over whether the tax on undis- 


Government 
spending Is set to 
rise by 4.8%, 
rather than 5.6% 


Finance Minister Pierre B6r6govoy 


Tarry Klrt. 


favour of Iran. In 1978, Iraq and 
Kuwait accounted for 11 per 
cent of total French oil 
imports, but last year Iraqi 
shipments dropped to 5.7m 
tonnes, 7.5 per cent of all 
imports, and Kuwaiti deliveries 
were virtually non-existent. 

The consequences of higher 
oil prices are therefore not 
expected to be any more 
marked for France than for 


The oil shock has 
been modest 
compared with 
1973-74 or 1979-80 


major competing economies, 
such as Japan or West Ger- 
many. . 

The forecasting unit Opser- 
vatoire Franpais des Coiyonc- 
tures Economiques (OFCE) 
estimates the impact of an oil 
price of S27 per barrel on 
French growth at -0.15 of one 
percentage point this year and 
03 of one percentage point in 

1991 

This Is slightly less than the 
impact on West Germany and 
substantially less than that on 
Japan, OFCE says. 


Inflation, on the other hand, 
could accelerate somewhat 
more in France than in West 
Germany or Japan, but OFCE's 
estimate of 0.4 of a percentage 
point in 1990 and a further 0.7 
of a point next year remains 
relatively moderate. 

Mr Pierre Beregovoy, the 
Finance Minister, appears to 
have little quarrel with these 
estimates. 

He has made some FFrlObn 
of adjustments to the 1991 bud- 
get, presented two weeks ago, 
but has not opted for a com- 
plete overhaul, which would, 
in any case, have been difficult 
in the time available. 

These adjustments will have 
the effect of tightening up on 
Government spending, which 
is expected to rise by 4.8 per 
cent compared with the 5.6 per 
cent initially programmed, and 
of reducing the tax burden on 
companies, notably through a 
reduction in the rate of tax on 
undistributed profits. 

The modifications in favour 
of companies, however, have 
sharpened a feeling of unease 
in the majority Socialist Parly, 
many of whose members feel 
that the policies of “austerity” 
and “rigour" which have suc- 
ceeded each other since the 
about-turn of 1983 have gone 


tributed profits should be cut 
by three percentage points to 
34 per cent, as Mr B6r£govoy 
wants, or only by two. 

“I see that the socialists 
don’t want to hear of austerity 
or rigour. I am waiting for 
them to invent a third word," 
scoffed Mr Raymond Barre, the 
centre-right economist who 
was Prime Minister from 
1976-81, during the last oil 
shock. 

Mr Beregovoy may have the 
last laugh over Mr Barre, how- 
ever. for if one thing is clear, it 
is that his ministry is deter- 
mined to avoid the policy mis- 
takes that led France to suffer 
so severely from the oil shocks 
of 1973 and 1979. 

“Last time, we failed to 
avoid the inflationary process. 
Our first concern is to avoid 
that, by aiming for the least 
possible inflation, beyond the 
mechanical effects of higher oil 
prices, with the least possible 
indexation of wages,” com- 
ments one of Mr Beregovoy's 
advisers. 

As OFCE observes in a 
recent study*, the first oil 
shock reduced French GDP by 
2JL per cent between 1973 and 
1975, but over the same period 
the share of business in GDP 
fell by 3.3 percentage points, 
while households gained 4.7 
percentage points. Again, the 
second oil shock, coupled with 
a rise in the dollar, cut French 
GDP by 3.4 pec cent; but busi- 
ness’s share fell by 22 percent- 
age points, while households 
gained 0.9 of a percentage 
point 

Ironically, it may take a 
socialist Government to ensure 
that companies do not have to 
bear the entire burden of 
adjustment. 

*L’Economie Franc aise 
depuis 1967. edited Jean-Marcel 
Jeormeney. published bp SeuiL 
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West Gorman Chancellor Helmut Kohl (right) and East German Prime Minister Lothar de Malziero toast unity 


The Bonn Government hopes 
that full political unity, follow- 
ing the bringing together of 
the monetary, fiscal and social 
security systems in July, will 
give an important stimulus to 
Investment in the East. Per- 
haps most importantly, Bonn 
ha/s been anxious to clear up 
uncertainties about property 
ownership in the formerly col- 
lectivist eastern state, which 
has been a significant handi- 
cap to investment 

Much higher than expected 
unemployment in the East, 
together with sluggish tax col- 
lection. has sharply increased 
financing costs, however. Mr 
Theo Waigel, the Finance Min- 
ister, has been badly embar- 
rassed by having to introduce 
a third supplementary budget 
for 1990, which may total more 
than DM20bn. Borrowing for 
all parts of the public sector is 
likely to be well over DMIOObn 
next year - a prime factor 
(along with the Gulf crisis) 
pushing up interest rates. 

The issue of financing unity 
costs will be a major theme in 
the December 2 general elec- 
tion. Mr Oskar Lafontaine, the 
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Social Democrat candidate for 
Mr Kohl’s job, has called for 
tax Increases to take strain off 
the capital markets. The cen- 
tre-right coalition has roundly 
rejected this course of action - 
though Mr Kohl has lately 
been emphatic than a few 
months ago in ruling it out. 
Hie Government has decided, 
however, to put on ice a prom- 
ised DM2Sbn worth of tax cuts 
for companies and high earn- 
ers. Some selective increases in 


taxes and levies look almost 
certain next year. 

Mr Lafontaine 's chief elec- 
tion hope has been a negative 
one. He knows that the major- 
ity of West Germans regard 
unification with sympathy, but 
with no great enthusiasm. He 
is banking on the deterioration 
of the East German economy, 
coupled with the lack of 
national solidarity, rebounding 
on Mr Kohl’s Christian Demo- 
crats on December 2. 


The SPD line may well back- 
fire. Mr Kohl will try to use tbe 
two months "rump" parlia- 
ment between October 3 and 
December 2 to push through 
emergency economic measures 
to shore up the east. Even if, as 
is quite possible, the transition 
process in the former Commu- 
nist state becomes still more 
destructive, the SPD seems 
unlikely to benefit. In an eco- 
nomic crisis, Germans do not 
tend to vote for the Left 



ARAB PETROLEUM 




PO BOX 4 JB. DHAHRAN AIRPORT 31932 SAUDI ARABIA TELEPHONE 1031 B6-J 7-100 TELEX Q7O06B AHCSJ FAX IQ3J B9d f0 7E 


it 

It 

e, 

ts 

k- 

er 

c- 

ig 

le 

of 

m 

id 


er 

se 

m 

le 

:h 

d, 

la 

er 

to 

m 

jts 


re 

st 

a- 

d 

n 

:s 









# 


VI FINANCIAL TIMES MONDAY 24 SEPTEMBER 1990 

( WORLD ECONOMY 6~") 


Eastern Europe will find change difficult, writes Anthony Robinson 


From communism to capitalism 


FOR THE newly capitalising 
economies of formerly Soviet- 
controlled eastern and central 
Europe, times are hard and 
likely to get muck harder over 
the next year. 

The UN Economic Commis- 
sion for Europe estimates that 
industrial production in the six 
countries, including East Ger- 
many, fell by 13.4 per cent in 
the year up to the end of the 
first quarter of 1990. 

Since then the pace of fac- 
tory closures and the dissolu- 
tion of bureaucracies has 
speeded up. As demolition of 
the formerly centrally planned 
system proceeds apace, unem- 
ployment lines are growing 
longer while inflation and cur- 
rency depreciation bite deeply 
Into already low real incomes 
and living standards. The gov- 
ernments which emerged from 
the relatively free elections 
throughout the area this year 
will be sorely pressed to cope 
with the social and economic 
strains tearing at societies still 
heavily conditioned by the 
long years of one party rule. 

The emerging pattern is frag- 
ile and highly variegated, 
reflecting the underlying his- 
torical and cultural complexity 
of an area roughly soldered 
into an apparent economic and 
political similarity by the 
imposition of an alien system 
but now re-emerging with all 
its ethnic and other tensions 
intact. 

But economically all share 
common features as they enter 
the tunnel of transition to mar- 
ket-based systems. All are cut- 
ting price subsidies, preparing 


for privatisation, creating new 
institutions to cope with unem- 
ployment and attempting to 
construct a legal framework 
which permits private owner- 
ship of land and resources and 
a framework for foreign invest- 
ment. 

Some, like Poland, have 
already achieved currency con- 
vertibility by the simple, but 
painful decision to devalue 
down to the former black mar- 
ket rate. Others view convert- 
ibility as a major target still to 
be achieved. 

The pain of demolishing the 
artificial, but to some extent 
comfortable, rigidities of the 
centrally planned system has 
been accentuated by the recent 
rise in world oil prices. 

A study by Credit Suisse 
First Boston estimates that 
each $5 per barrel rise in the 
ofl price from the 1968 level of 
around $16 per barrel adds 
$3bn annually to the global oil 
import bill of the six countries, 
more than 1 per cent of their 
combined GDP. 

Hitherto, Comecon rules 
have partly sheltered the 
region from such shocks. But 
from January 1991 rapidly 
declining in tra -Comecon trade 
will be conducted on a world 
price equivalent, hard cur- 
rency basis. 

This means that Soviet oil 
will be sold to eastern and cen- 
tral Europe at the world price, 
ending what had been an effec- 
tive Soviet subsidy worth an 
estimated $i6bn annually at 
1988 prices. 

The shock of simultaneously 
having to adjust to a major 


change of rules in Intra-Com- 
econ trading and seek a new 
basis for integration into the 
global capitalist trading and 
investment world is doubly 
unsettling. 

However, the longer term 
consequence of the Gulf crisis 
should be to speed up long 
needed efforts to curb energy 
consumption by improving 
energy efficiency. 

In many cases, especially in 
East Germany, Poland and 
Czechoslovakia, this will mean 
speedier closure of energy inef- 
ficient, and usually polluting, 
heavy industrial plant 

While this will cause major 
social problems in the affected 
areas, many such factories 
hitherto supplied steel or 
machine tools to the Soviet 
Union where the ultimate cus- 
tomer was the Soviet military- 
industrial complex. This sector 
is due for savage pruning, 
which would in any case have 
cut back orders from Comecon 
countries. 

Another consequence of 
higher oil prices should be to 
ensure that the re-equipment 
of east European industries 
incorporates energy saving 
technology which would both 
reduce future dependence an 
imported fuels and lower the 
present lethal levels of pollu- 
tion in heavily industrialised 
areas. 

Recent developments have 
underlined the emergence of a 
“two tier" structure in eastern 
Europe, mirroring to some 
degree similar developments in 
western europe where the UK 
and other weaker economies 


are bard pressed to adopt the 
economic and political disci- 
plines required to move from 
stage one of the Delors plan to 
the stated goal of economic 
and monetary union. 

Apart from East Germany, 
with its rapid re-incorporation 
into a unified German state, 
the main “fast track countries" 
are Poland and Hungary, 
which are also those with the 
heaviest burden of external 
debt 

Czechoslovakia, with lower 
debt, a more sophisticated 
industrial workforce and stron- 
ger social democratic tradi- 
tions, has more leeway to pro- 
ceed more slowly and with less 
social dislocation. Romania 
and Bulgaria form the weaker 
southern rim, with shaky 
industrial and political struc- 
tures but considerable agricul- 
tural and tourist potential and 
useful trading links with the 
middle East. 

Poland recently proposed to 
the Paris club of western credi- 
tors that it should pay off the 
$40bn debt accumulated by the 
Communist Government at a 
discounted rate of 17 cents on 
the dollar. The proposal was 
immediately rejected, but there 
is growing recognition by west- 
ern Governments and bankers 
that drastic action Is required 
if the harsh economic sacri- 
fices made by Poles in the 
name of conversion to a capi- 
talist system are to bear long 
term fruit 

Over the first seven months 
of this year Poland achieved a 
$2.48bn hard currency trade 
surplus as the shift to a market 


economy slashed domestic 
demand and foreign imports 
while industrial sales fell by 29 
per cent 

Inflation dropped from the 
hyper levels of 1968 as strict 
controls on wages absorbed the 
previous monetary overhang. 
On the flip side unemployment 
soared as real incomes fell. 

Thus far the political consen- 
sus behind radical economic 
changes remains intact. In 
July, Parliament voted with 
convincing majorities to pro- 
ceed with large scale privatisa- 
tion. More than 7.000 enter- 
prises, accounting for 90 per 
cent of industrial output, could 
be up for sale. 

In Hungary, whose $20bn for- 
eign debt is the highest per 
capita in eastern Europe, the 
current account also swung 
into a S200m surplus over the 
first half of this year from a 
deficit of Sl.lbn in the same 
period of 1989. 

Behind the surplus lies a 
conscious decision to shift 
trade away from Comecon to 
the west and strongly rising 
receipts from hard currency 
tourism. 

Unlike their Polish counter- 
parts, the Hungarian authori- 
ties managed this radical shift 
in trade without a dramatic 
fall in output. Inflation 
remained high, at around 27 
per cent on an annual basis in 
July, but overall GDP is not 
expected to fall more than 2 
per cent this year, after a steep 
fall at the beginning of the 
year when soft currency 
exports to the Soviet Union 
were deliberately cut. 



BASIC INDICATORS FOR CENTRAL AND EASTERN EUROPEAN COUNTRIES 




Soviet 

Union 

Bulgaria 

Czecho- 

slovakia 

German 

Democratic 

Republic 

Hungary 

Poland 

Romania 

OECD 

General Indicators 

Population (m. 1988) 

266.4 

9.0 

15.6 

16.6 

10.6 

38.0 

23.0 

824.8 

GDP {Sbn. 1988) 

1.590.0 

50.7 

118.8 

155.4 

68.8 

207.2 

94.7 

12.073.0 

GDP per capita. $ 

5,552.0 

5.633.0 

7.603.0 

9,361.0 

6,491.0 

5,453.0 

4,117.0 

14.637.0 

Growth or GDP 

1971-60 

3.1 

2.8 

ZB 

2M 

2.6 

3.6 

5.3 

3.3 

1981-65 

1.7 

0.8 

1 2 

1.9 

0.7 

0.6 

-0.1 

Z5 

1966-88 

2.3 

1.9 

1.5 

1.7 

1.5 

1.0 

0.1 

3.5 

Living standards (1967) 

Cars per 1000 inhabitants 

50.0 

127.0 

182.0 

206.0 

153.0 

74.0 

11.0 

335-0 

Telephones per 1000 inhabitants 

124.0 

248.0 

246.0 

233.0 

152.0 

122.0 

111.0 

542.0 

Structural Indicators 

Share of labour force in 
agriculture 

21.7 

19.5 

12.1 

10.2 

1&4 

28-2 

28.5 

8.0 

Grass domestic inveslment/GDP 

33-2 

32.7 

24.7 

29.2 

28.5 

36.5 

37.1 

20.6 

Share ol private enterprise tn 
NMP/GDP 

2.5 

8.9 

3.1 

3.5 

14.6 

14.7 

zs 

70-80 

Energy use per unit of output 

2.6 

2-2 

1.9 

1.6 

1.5 

1.9 

Z7 

1.0 

°o of workforce with secondary or 
higher education 

27.3 

na. 

29.4 

n.a. 

33-8 

28.9 

n-a. 

61.0 

Trade Indicators 

Total exports of goods, % of GDP 

6.8 

23.0 

19.7 

13.7 

14.7 

6.4 

11.2 

14.4 

Manufactured goods exports as 
share ol exports to 
non-socialist countries 

63.1 

59.3 

72.4 

77.3 

79.8 

63.4 

50.6 

81.8 

Percentage change of share of 

OECD markets 

1978-89 

-26.7 

-18.5 

-44.0 

-25.2 

-7.B 

-3 Z3 

-46-3 


1986-89 

-13.0 

-19.9 

0.9 

-9.1 

1.5 

-23-5 

-27.8 

- 


Soum: OECD Economic C oBm* 


Martin Wolf assesses the effects of Poland’s transition 


Journey into terra incognita 


THE SOLIDARITY 
Government in Poland, now in 
office for a year, is engaged in 
a task that deserves the label 
“Leninist". When Lenin seized 
power in the Soviet Union he 
initiated a revolution in the 
name of a class, the proletariat, 
that did not as yet exist. His 
“dictatorship of the proletar- 
iat" was. therefore, the dicta- 
torship of a self-selected van- 
guard. 

Now in Poland, a revolution 
- more precisely, a counter- 
revolution - is being 
attempted in the name of an as 
yet non-existent capitalist 
class. But the Polish Govern- 
ment rules by consent. It is 
there because of popular 
hatred for its Communist pre- 
decessor, not because the pub- 
lic sbares (or fully under- 
stands) its liberal goals. It is an 
open question whether the peo- 
ple will tolerate a revolution 
that will not merely upset so 
many of their prejudices, but 
offers its pot of gold at the end 
of so long a rainbow. 

The length of that rainbow is 
explained by the legacy the 
Government has Inherited. 
What Polish industry produces 
few would freely buy; manage- 
ment is used to meeting the 
dictates of planners, rather 
than the demand of consumers,* 
workers are unaccustomed to 
working; and, to add Insult to 
all these Injuries, the previous 
Government liberalised prices 
and wages in the summer of 
1989, so precipitating hyper-in- 
flation. 

Outlines of the new Govern- 
ment's programme were intro- 
duced by Mr Leszek Balcerow- 
icz, Finance Minister and 
Deputy Prime Minister, at the 
meetings of the IMF and World 
Bank a year ago. It had two 
parts: stabilisation and liberal- 
isation, with the former viewed 
as a precondition for (and ele- 
ment in) the latter. 

The stabilisation programme 
was finally introduced in the 
be ginning of January 1990, fol- 
lowing agreement with the 
IMF. It had the following main 
elements; 

• the budget deficit was to be 
reduced to 1 per cent of gross 
domestic product {from a defi- 
cit of more than 8 per cent of 




Toffy Klrif 

Finance Minister and Deputy 
Prime Minister Leszek Balcer- 
owiez’a reforms have deval- 
ued and unified the exchange 
rate, stabilising it at 9,500 
zloty to the dollar 

gdp in the previous year) by 
means of a sharp cut in subsi- 
dies and investment spending; 

• tight control was to be 
placed on money and credit, 
through a sharp increase in 
real interest rates; 

• the exchange rate was to be 
devalued, unified, made con- 
vertible for residents on cur- 
rent account, and stabilised at 
9.500 rioty to the dollar; 

• nominal wage growth was 
to be limited through the rein- 
forcement of penal taxation on 
increases In the wage bill 
above predetermined norms; 

• prices were to be liberal- 
ised, except in certain sectors, 
where Increases would be 
imposed; and 

• import controls were to be 
eliminated, allowing free 
import of most goods over a 20 
per cent tariff, witb a few 
exemptions, along with sur- 
charges on luxuries. 

Judged by its main goals, the 
programme has been a success. 
The shortages have disap- 
peared. along with the queues 
that were their principal symp- 
tom. The Government budget 
has even been in surplus. After 
a surge of corrective price rises 
in January, inflation was down 


to 3.4 per cent in June. But 
inflation In June was still run- 
ning at an annual rate of 50 per 
cent, a level that is not only 
too high, but from which it can 
easily accelerate once more. 

Despite these successes, the 
response of the economy has 
confirmed the fears of the pes- 
simists. January saw a decline 
in officially recorded output in 
the state sector, by almost 32 
per cent, with real wages show- 
ing a similar decline. Once 
down, the economy has stayed 
down, with real output in the 
first half 29 per cent below the 
corresponding level of the pre- 
vious year and measured real 
Incomes down 31 per cent In 
short, the managers of the 
more than 7,000 state enter- 
prises have gone into hiberna- 
tion. 

The decline in output and 
real income may not be as sig- 
nificant as it seems. Much of 
Polish industrial output was of 
“bads" rather than goods. Fur- 
thermore, the real wages sup- 
posedly earned in previous 
years were largely notional, 
partly because goods in the 
price index were unavailable at 
official prices, other than, by 
queuing or political influence. 


Hie torpid response has even 
had its good side. For example, 
a S2.1bn hard currency trade 
surplus in the first half of the 
year provides a cushion for 
Poland’s attempt to cope with 
the current shock of higher ofl 
prices. Equally, the tendency to 
put employees on leave rather 
than dismiss them has limited 
increase in open unemploy- 
ment, which reached only 
642.000 by mid-July, 4 per cent 
of the labour force. 

None the Iks, the economy 
must wake from hibernation. 
Competition is provided by 
trade liberalisation. But the 
creation of a more entrepre- 
neurial attitude necessitates 
privatisation. People must be 
allowed to get rich from the 
more effective use of dormant 
public assets. 

The Government began to 
turn to tins task only this sum- 
mer, following passage of the 
enabling legislation. After 
belated recognition that the 
British approach to privatisa- 
tion is Inapplicable to Polish 
circumstances, Mr Balcerowicz 
has recently announced an 
accelerated programme of pri- 
vatisation. The aim is to trans- 
form the ownership or control 


of 50 per cent of Polish indus- 
try by the end of next year. 
The chosen means are a mix- 
ture of sales, distribution of 
shares to the population (via a 
voucher scheme) and “commer- 
cialisation” through transfer of 
management to banks, invest- 
ment and insurance funds. 

Such restructuring repre- 
sents a journey into terra 
incognita. Stabilisation is a 
politically intractable, but 
technically well defined prob- 
lem. with well known solu- 
tions. The comprehensive 
restructuring of a Soviet-style 
economy is quite another mat- 
ter. The destination may be 
dear enough; the feasibility of 
any particular route is not. 
Unfortunately .the path has 
been made more difficult by 
the economic and political col- 
lapse of Poland’s most impor- 
tant trading partner, the Soviet 
Union, by the dead weight of 
more than $40bn in external 
debt and, last but not least, by 
Iraq’s grab for Kuwait 

This year Soviet oil supplies 
are 30 per cent below promised 
levels. Now Poland has to grap- 
ple with the virtual doubling in 
the world price of oil. In addi- 
tion. the Soviet Union plans to 
move to world prices and bard 
currency payment oq its deliv- 
eries, a shift that is expected to 
cost Poland JUbn. In effect, 
Poland will experience the first 
oil shock only now, a shock 
that is magnified by the ener- i 
gy-lntensity of output, which is 
roughly doable that in OECD 
countries. 

Poland will need far more 
help than it has yet received, 
including a radical writing 
down of its external debt Even 
with such help, opposition of 
both people and intellectuals to 
the economic counter-revolu- 
tion may yet doom it to failure. 
The Polish people could find 
themselves mired in Latin 
American frustration, with 
political chaos preventing the 
birth of a functioning economy 
and economic chaos. In cum, 
embittering political life. The 
only alternative la boldness 
and persistence hi the Govern- 
ment, along with both more 
luck and more external assis- 
tance than this hapless coun- 
try has obtained so for. 





Prime Minister NBcolat Ryzhkov’s reform plans do not (lave President Gorbachev’s support 


Radical proposals 
gather momentum 


AFTER five years of 
tumultuous political change, 
the Soviet economy is in peril- 
ous limbo. The Stalinist-style, 
centrally planned, command 
economy has failed, but an 
alternative market and service- 
orientated system remains to 
be created. 

The economy has steadily 
worsened under Mr Gorbachev. 
Bis initial attempts at 
“reform" showed that he came 
to power unaware of the true 
depth of the economic crisis 
and ill-prepared by his prog- 
ress through party ranks to 
comprehend th2t the political 
and economic crises of the 
Soviet system were inextrica- 
bly linked. 

He has learnt much on the 
job. But initially, like his men- 
tor the late President Yuri 
Andropov, he believed that the 
economy could be put to rights 
if the workforce could be bul- 
lied or cajoled into working 
faster, stay sober on the job 
and be supplied with new 
machine tools from the west 
Instead, the state lost bil- 
lions of roubles in revenue. 
adding to the inflationary bud- 
get deficit which has grown to 
around 10 per cent of GNP, 
while prohibition created a 
whole new criminal subclass 
of bootleggers. Meanwhile, 
industry continued producing 
the same old. mainly military 
products but less efficiently as 
equipment aged and the trans- 
port system deteriorated 
against a background of rising 
labour unrest and increasing 
shortages. The service indus- 
tries remained rudimentary or 
non-existent. 

Arguably the only tangible 
economic achievements of the 
Gorbachev years to date have 
been by-products of a bril- 
liantly successful foreign pol- 
icy. 

Major drains on the Soviet 
exchequer like the war in 
Afghanistan and support for 
despotic regimes throughout 
the Third World have been 
drastically cut. Billions of 
extra dollars should flow into 
Soviet coffers with the ending 
of disguised subsidies to east- 
ern Europe and the conversion 
to hard currency trading at 
world market prices for vital 
commodities such as ofl and 

Finally, after years when 
sheer inertia saw military out- 
put and exports continue at 
high and even growing levels, 
production has also started to 
drop in military factories. 


Resources are now becoming 
available either for export or 
re-deployment in the civilian 
sector. Much hangs on the effi- 
ciency with which former mili- 
tary plants are handed over to 
Soviet and foreign entrepre- 
neurs for conversion to civilian 
production. 

Perhaps most importantly, 
the last five years have seen 
the build-up of what Is now a 
probably unstoppable momen- 
tum behind ever more radical 
proposals for creating the sort 
of market economy which is 
compatible with the political, 
social and cultural aspirations 
of a population freed at last 
from decades of fear and igno- 
rance. 

The emergence of new and 
radical economists has led to a 
slaughter of socialist sacred 
cows and bitter in-fighting 
between “conservatives” in the 
old planning apparatus and the 


The economy has 
steadily worsened 
under Gorbachev 


“marketeers" - 

As a result the powers of 
institutions like Gosplan, the 
Communist Party Politburo 
and the Central Committee sec- 
retariats have been reduced. 
New bodies like the Reform 
Commission of the Council of 
Ministers, the Congress of Peo- 
ples Deputies, the Supreme 
Soviet, the Presidency and the 
Presidential Council have seen 
their powers to formulate eco- 
nomic policies enhanced. 

Mr Gorbachev, whose own 
economic knowledge is limited, 
has surrounded himself with 
bright, radical economists. But 
even so the economic initiative 
was wrested from him in early 
summer by Mr Boris Yeltsin, 
the newly-elected president of 
the increasingly assertive Rus- 
sian Federation. The Govern- 
ment's own plans for a “regu- 
lated market economy”, as 
formulated by Mr Nikolai 
Ryzhkov, the Prime Minister, 
were overtaken by events. 

Anxious to limit competition 
between the Soviet authorities 
and the increasingly assertive 
republics, Mr Gorbachev 
agreed witb Mr Yeltsin on 
August 1 to set crp a joint com- 
mission on economic reform, 
hi this way, Mr Yeltsin’s plan 
for a 500-day crash programme 
formed the basis of future eco- 
nomic policy for the looser. 


more federative Soviet Union 
of the future. 

The Yeltsin plan, originally 
drawn up for the Russian Fed- 
eration alone, calls for legisla- 
tion within the 100 days of the 
start of implementation in 
October to guarantee full pri- 
vate property rights to Soviet 
citizens and foreigners. Stage 
two, between 100 and 250 days, 
requires large scale privatisa- 
tion of state assets coupled 
with a streamlining of the cen- 
tral bureaucracy through the 
merger or abolition of 23 cen- 
tral ministries. Stage 3, to be 
introduced between 250 and 400 
days, calls for de-control of 
prices. The last 100 days will be 
devoted to an as yet vaguely 
identified “stabilisation pro- 
gramme". 

Whether just changing the 
laws will in itself . change the 
situation bn the ground 
remains to be seen, although 
one of the pre-requisites of 
market-orientated reform and 
foreign investment is the estab- 
lishment of a clear framework 
of known and enforceable laws. 
Another is creating the condi- 
tions for a convertible rouble, 
along the lines already success- 
fully carried out by Poland. 

The overriding priority of 
the Soviet Government is to 
create conditions for the re-in- 
tegration of the Soviet econ- 
omy into the wider world of 
international trade, production 
and investment But. again, it 
remains to-be seen whether the 
Soviet Union as it has existed 
since the rivil war of the 1920s 
will continue for much longer 
as a unified economic entity 
with a single currency. 

Increasingly assertive repub- 
lican governments, especially 
the Baltic states and above all 
the Ukraine, are pressing for 
full independence, including 
tiielr own currencies and bank- 
ing systems, before re-negotia- 
ting, as sovereign powers, the 
details of a future confederal 
system to replace the Soviet 
Union as created by Lenin and 
set in concrete by Stalin. 

The idea of one huge, 
i m .wiel dly market of 290m 
potential consumers on which 
many western companies and 
institutions have based their 
assumptions looks increasingly 
u nreali stic. Debate, both inside 
and outside the Soviet Union, 
is likely to focus increasingly 
on the likely economic and 
political consequences of this 
“Balkanisation”. 

Anthony Robinson 





PWM.M of the Russian Federation Sorts Yeltsin has setaed the economic imitative “““ 
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The impa ct of the Gulf crisis on the UK economy will be muted, but inflation has yet to peak, writes Rachel Johnson 

Out of the Lawson boom, into the Major correction 


-T HE objectives of the 
Government’s economic nolicu 
ore t o defeat inflation and to 
promote output growth and the 
areatum of jobs.” - The first 
sentence of the Financial State- 
ment and Budget Report, deliv- 
ered by Mr John Major, the UK 
Chancellor, in March 1990 

At first blush, the Govern- 
ment has failed to meet these 
three objectives for the UK 
economy and many more. And 
since the Chancellor spoke the 
Government has been dis- 
tanced from its primary objec- 
tive - lower inflation - by the 
Iraqi invasion of Kuwait and 
the Jacking' up of oil prices. 

The impact on the UK econ- 
omy. compared to those of oH- 
im porting countries, is muted. 
The upwards drift of the ster- 
ling oil price will worsen the 
poor UK inflation outlook; but 
if sterling continues its act as a 


The Government 
has stuck to a 
four-year plan 


petrocurrency, then UK mone- 
tary conditions automatically 
tighten as oil prices rise with- 
out the need for tax or interest 
rate increases. 

However the fundamentals 
of the pre-Gulf economy are 
still under pinning today's out- 
look. In spite of the strangle- 
hold of interest rates held at 15 
per cent for almost a year, 
inflation has yet to peak and is 
currently rising at an annual 
rate of 10.6 per cent Output 
growth is modest, projected to 
average about 2 per cent over 
this year; and unemployment 
has started to rise again, cast- 
ing a doleful shadow over the 
Government’s economic strat- 
egy. 

But this does not mean that 
Mr Major has got it all wrong, 
and City economists are pre- 
pared to admit that the econ- 
omy could at last be moving in 
the direction the Chancellor 
wants in time for a general 
election in late 2992 (or 1992). 

After alL this time last year 
the Chancellor was Mr Nigel 
Lawson, whose policies must 
have been hellish for his suc- 
cessor to unscramble. Put in a 
didactic fashion by Mr Bill 
Martin, economist at UBS 
Phillips and Drew: “As every 
schoolboy Icnows, Mr Lawson' 
arranged a modest pre-election 
expansion then became 
addicted to growth." 

This led to a phenomenal 
private-sector generated rise in 




UK Chancellor of the Exchequer John Major has had to be very stem in order to correct severs Imbalances to the UK economy; the lax cutting budgets of his predecessor, Nigel Lawson (right) are generally seen as a mistake 


domestic demand and a "major 
growth accident." UK dpmnnd 
started rising almost twice as 
fast as world demand. Mr Law- 
son’s task was marie no easier 
by the failure of the GDP series 
properly to register this surge 


in growth. Confident that 
demand was in check, Mr Law- 
son released more consumer 
spending power with tax-cut- 
ting Budgets, now acknowl- 
edged to have been a mistake. 

It also led to an inflation 


FORECASTS 

FOR THE UK ECONOMY 


1980 

1991 

Gross Domestic Product' 

1.4 

2.0 

Consumer spending* 

2.1 

1.8 

Manufacturing output" 

1.0 

1.8 

Fixed investment* 

-1.1 

0.2 

Retail price inflation' 

9.3 

5.4 

Unemployment (millions) 

1.7 

1.8 

Balance of payments 



current account £bn 

-15.7 

-12.5 

PSBR Ebn 

-4.7 

-2.6 

Interest rates, %* 

14.6 

11.8 

Exports volume* 

8.1 

5.0 

imports volume* 

3.3 

3.6 


*% champ Mar 12 month*. -Yaar to tourth quartar Thr«* month Interbank. 

Sotlrca: FT Survey of Fertcasa. August 1990. 
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accident. Now UK infla tion is 
about twice as high as the 
average for countries already 
in the Exchange Sate Mecha- 
nism. And no schoolboy could 
forget the balance of payments 
accident. Excessive demand 
sucked in an enormous quan- 
tity of imports and blew a huge 
hole in the current account - 
£19bn in deficit in 1989. 

Mr Major, as the inheritor of 
the “Lawson legacy,” has had 
to be very stern in order to 
correct severe imbalances in 
the UK economy, which was 
already maladjusted by the 
housing market. 

The Government has stuck 
doggedly to a four-year eco- 
nomic plan, known as the 
medium-term financial strat- 
egy. in its attempts to reduce 
inflation; it accepts that in the 
short-term, tight monetary pol- 
icies, mercilessly administered, 
will bring the economy to its 
knees. This means that the UK 
will skirt recession before it 
recovers from the pancake 
growth levels of this year and 
most of next 

The latest Confederation of 
British Industry forecast pre- 
dicts lower GDP growth in 1991 
than in 1990, a prognosis gath- 
ering credibility among the 
forecasting fraternity. Gold- 
man Sachs has also shaved its 
growth forecasts for 1990 and 
1991, as a consequence of 
higher oil prices and stronger 
sterling. Consumer expendi- 
ture is set to rise by 1 per cent 
next year after 3 per cent in 
1991 (it has been fuelled by an 
expansion in real disposable 


income) and fixed investment 
could (bop after being fiat this 
year. 

Additionally, empirical data 
confirms that the economy is 
out well out of the Lawson 
boom and well into the Major 
correction. 

One by one, the indicators 
are showing that the Govern- 
ment's tight monetary strategy 
is getting the desired dividend 
in the form of a pronounced 
slowdown, and that it could 
gather momentum. In the third 
quarter of 1990, most appeared 
to be giving a consistent pic- 
ture of the slowing economy. 

Retail sales are flat on an 
underlying basis; credit growth 


has fallen from- the heights of 
the last decade, when the will- 
ingness of the individual to 
take on debt was seemingly 
unlimited; monetary growth, 
as shown by the narrow mea- 
sure M0 (basically notes and 
coins in circulation) ha« finally 
slipped inside the Treasury’s 
target range for its expansion 
of 1-5 per cent. Mr Tim Cong- 
don, thp monetari st economist 
at Gerrard and National, says 
that broad money growth, too, 
is heading back to the 11-13 per 
cent band which was consist- 
ent between 1982 and 1986 with 
5 per cent inflation. 

All this renews pressure on 
the Government to cut base 


rates. But Mr Major, at the 
time of writing, has made his 
views on both any potential 
cuts and the other burning 
issue, the riming of sterling’s 
entry into the Exchange Rate 


ERM entry seems 
remote while UK 
inflation is high 


Mechanism of the European 
Monetary System, crystal- 
dear. 

He will cut base rates when 
“it is safe to do so" - and 
Britain will join the ERM when 


inflat ion is firmly on a down- 
wards path to meet the Euro- 
pean average. 

With inflation yet to peak, 
Mr Major is sticking closely to 
avowed policies. ERM entry 
seems remote while UK infla- 
tion is high, and so are cuts in 
interest rates. But as soon as 
inflation peaks, the markets 
will be looking for a cut in 
base rates so the Government 
can seek to reduce mortgage 
rates ahead of the next elec- 
tion. By then, Mr Major will 
have satisfied himself that 
interest rates can safely follow 
the RPI, a lagging indicator, 
down to more comfortable lev- 
els. 


Adam Smith: revered, quoted, but largely unread 


Disputed legacy of the 
original free marketeer 


in 


THE COINCIDENCE of the 
collapse of the totalitarian 
economies of eastern Europe 
with the bicentenary of the 
death of Adam Smith propelled 
the author of the 900-page clas- 
sic, The Wealth of Nations, to 
the top of the economic pops 
this year. 

The Wall Street Journal 
remarked in an editorial that 
somebody could have made a 
lot of money selling a revers- 
ible tie with Kail Mara on one 
side and Adam Smith on the 
other. Now both Mr M ikhai l 
Gorbachev and Mr Boris Yelt- 
sin have embraced Smith's 
founding principle - the free 
market - Smith looks set to 
ride high in the charts for 
some time to come. 

The same dour aspect has. In 
fact found its way onto neck- 
wear already - of Washington 
disciples at the tune of Ronald 
Reagan’s move to tbe White 
House in 1981. Adam Smith 
ties, like his ideas, have been 
flavour of the decade. 

In the bicentenary or his 
death, the economics /history 

profession has been busy both 
confirming the truths and find- 
ing the flaws in the arguments 
of one of economics’ most 
revered, quoted, yet unread 
texts. 

professor Norman Stone 
extolled him as the founder of 
today’s market economy and 
the stoutest spokesman for free 
trade, honest finance and the 
state's doing properly what the 
state has to do. __ 

But at one of tbe two com- 
memorative conferences held 

in Edinburgh this year, fault- 
finding iu the Wealth of 


Nations appeared to be as easy 
for the septuagarian Nobel lau- 
reates in economics as path- 
breaking had been in their cho- 
sen fields. 

professor Maurice Alims, a 
Fren chman , said Smith bor- 


rowed too freely from the ideas 
of other economists - French 
ones, of course - to be called 
the father of political economy. 

And he had only one idea: 
that the free decentralised 
action of economic agents 



brings advantage. Smith 
believed In competition and 
minim um state interference, 
combining to form the big idea 
of the invisible hand of the 
market leading people to gen- 
erate gains for society as a 
whole as well as themselves. 

Beyond this, according to the 
American economist Mr James 
Tobin, Smith’s views were not 
really an endorsement of capi- 
talism. He said: “Adam Smith 
is not responsible for excesses 
committed in his name.’’ He 
opposed protectionism, 
despised poll taxes and was 
suspicions of businessmen con- 


spiring against the public. 

• “ " ablic is the 


So while the pu' _ 
last to benefit from a round of 
oil price rises, Adam Smith 
would doubtless have relished 
the mechanism which imposed 
the rises on the energy-needy 
public. , , 

And he would have snatched 
the laurels from the brows of 
the economics Nobel prizewin- 
ners for their cheeky treatment 
of his majestic work. 

When Smith died 200 years 
ago. economics was in a glori- 
ous state, and he managed to 
explain the economic structure 
with the homely examples of 
the Bible. Manufacturing was 
illustrated by tales of pins and 
coats, not international com- 
parisons of unit wage costs. 

So he can rest in His grave in 
Edinburgh’s Canon Kirk in the 
sound knowledge that his per- 
ception of economics was elo- 
quent and enriching, and that 
tiie science only became dismal 
after he died. 


Rachel Johnson 
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UNCERTAINTY paralyses 
investors. Iraq's invasion of 
Kuwait is the latest addition to 
uncertainty for the world’s 
Snancia] markets this year. 

It has had two consequences 
the psychological shock 
of the unexpected; second, the 
realisation that inflation would 
nse and growth slow. The for- 
mer was more emphatic hav- 
ing followed a period of inter- 
nahonal reconciliation, but the 
latter has come to dominate 
sentiment. 

Economists had, in any case, 
been making their forecasts 
less optimistic. At the start of 
the year analysts made 12 
month estimates for 3,000 on 
I5 e ^ SE-100 index, 3,500 on 
the Dow Jones. Japanese infla- 
uon of 2.1 per cent, ten year 
German bonds yielding 6.8 per 
f° r 3 dollar worth 1 7 
D-Mark and £1.50. All of these 
had been looking increasingly 
unlikely by mid-year. 

Now that events in the Gulf 
have given index trends an 
extra twist, of unpredictable 
size and in the wrong direc- 
tion. markets will make no 
false moves until the smoke , 
has cleared. ] 

That caution means even ] 
less business in equity and cap- 1 
ital instrument trading. Lon- t 
don, for example, has seen its 
lowest share trading volumes 
since the ’Big Bang’ deregula- 
1986. This is no sea 
change, however. Investment 
institutions have become ever 
more safety-minded and short- 
termist in the wake of the 
crash of 1937, the mini-crash of 
1989, the rising cost of German 1 
unification, the return of infla- 
tion to Japan and the apparent 
inabilities of the US and UK 
economies to shed their indus- 
trial and deficit shortcomings 
Risk is out. although the 
effects of a switch to safety 
vary between markets. Govern- 
ment bonds are favoured over 
their corporate counterparts. 

The logical consequence - a 
rising yield gap between, say, 
Eurobonds on the one hand 
and gUts on the other - has 
only been realised to a certain 
extent The rate of new Euro- 
bond issuance has fallen with 
demand, while West Ger- 
many's recognition that taxes 
alone will not pay for the 
reconstruction of the East has 
kept Government bond mar- 
kets supplied. Last month's 
auction of DM9bn of unity 
bonds was not a success, but 
analysts believe unity bonds 
will account for more than half 
next year's DM60bn plus injec- 
tion of new German Govern- 
ment bonds. 

Yields have had to rise to 
attract investors. Yield curves 
have become more positive as Ever 
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inflationary and political risks 
weigh on the distant future. 
Holders of long-dated bonds 
have switched to the short end 
and those already there have 
moved into cash, everybody’s 
flexible friend. Cash looks safe 
because governments and cen- 
tral banks are w illing to trade 


growth for a currency’s value 
by raising interest rates. 

If inflation makes bonds 
““P®P ular . then slowing 
growth makes shares down- 
right dangerous. 

In Japan, where equities 

*555. ^ ffera J a slDW motion 
crash since January, the dis- 


rount rate and inflation have 
trebled over two years. The 
labour market is tight and land 
pnces are still strong. Share 
trading is light and markets 
rear a recession: if land follows 
equities, the fall in net wealth 
might prompt the traditional 
Japanese response of an 


increase w savings. This would 
hold back demand at a time of 
industry's growing reliance on 
nome markets. 

Outside equities. Japanese 
markets remain popular. Gulf 
the yen. after 
an initia l fall on conventional 
doll ar-as-safe- haven wisdom. 


Japan imports almost all its 
011 , but consumes less as a per- 
centage of GNP than most 
other industrialised countries 
Japans challenges look man- 
ageable. especially to Japanese 
institutions which have been 
repatriating funds from foreign 
markets. 
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Investors take a different 
view of the US. The Reagan 
decade was a feast of risk-tak- 
typified by the junk bond, 
which has turned into a seri- 
ous case of indigestion. The 
collapse of Drexel Burnham 
Lambert in February con- 
wncea the re maining revellers 
that they had taken poison. 
The fate of Drexel and savings 
and Joan associations has 
helped make risk aversion the 
priority for banks. 

. As even traditionally safe 
investment vehicles begin to 
look risky, banks have become 
more cautious about to whom 
they lend. Inflation increases 
perceived risks at the longer 
end of the market and qualifi- 
cation criteria for bnsiness 
loans are stiffening. The reluc- 
tance to lend is likely to makf> 
it harder to reinvi^rate aS 
economy even if monetary pal- 


— icy is eased, a point argued by 
_ Federal Reserve chairman Mr 

Alan Greenspan in July and 
again earlier this month. 
Against that, if real interest 
rates stay high, then weaker 

- G7 economies such as the US 
and the UK will continue 

, towards recession. Either way* 
business will find it hard and 
expensive to borrow. 

For some markets, however, ' 
< Britain is in a peculiar posi- 
tion. They see the Exchange 
Rate Mechanism of the Euro- 
pean Monetary System as- a 
haven of relative certainty. 
The rise in the price of oil 
1 could also help trade and bud- 
get balances and, through its 
underpinning of sterling, infla- 
tion too. 

But while sterling surprises 
even the bulls of the currency 
the equity market remains 
unconvinced. Analysts who 
argued that the weight of Insti- 
tutional money would push 
shares higher are still waiting 
to be proved right. In the 
absence of profitable business." 
some of the weaker equity 
market players, such as Citi- 
corp Scrimgeour Vickers and 
Kitcat & Aitken, owned by 
Royal Bank of Canada, with- 
drew from the stock market 
this year. More will follow. 

There is some thought of an 
end of year rally as institutions 
adjust their cash weightings 
before the start of the new 
year: City analysts are still 
forecasting 2,500 on the FT SE- 
100 index. On the other hanri 
the inclination in most finan- 
cial centres in as the year has 
passed has been to batten 
down the hatches. There may 
be technical recoveries before 
Christmas and more funda- 
mentally based ones next year. 

But it is hard to find investors 
prepared to gamble heavily on 
either. 






%•: £'1,. U- \ «; 

v .. iSiA-c, mm' ■ '■ — sl ; •;.<» 

*{ W- « 

- 45 mm > ™ - 

Mi*. 








• : ^ r 

A ‘A < 


Long term government bond yieiSs 




■i.. y.i, 






4% 








GJynQanin 


SepW 



Yesterday’s soundness, today’s solidity. 
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